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The  Author,  after  referring  to  the  earnest  desire  manifested  for  the  last 
17  years  by  Indian  statesmen  and  the  public,  to  introduce  a gold  standard 
for  the  currency  of  the  Empire,  and  the  difficulty  of  effecting  it,  alleges 
that  circumstances  have  now  changed  so  as  to  make  it  quite  easy,  if  done 
without  delay. 

He  first  points  out,  that  if  the  coinage  of  silver  were  stopped,  and  the 
Indian  currency  were  obtainable  only  by  means  of  “ Council  Bills  ” issued 
without  limit  to  meet  the  wants  of  trade,  that  would  constitute  a change  of 
“ Standard,”  the  new  dimension  of  which  would  be  the  price  in  English 
gold,  that  is  the  rate  of  exchange,  paid  for  the  rupee. 

After  drawing  attention  to  the  fact  that,  by  accounts  to  March  last, 
rupees  were  still  passing  generally  in  India  for  their  former  value  of  two 
shillings  each,  and  that  it  is  only  the  rate  of  exchange  which  had  altered, 
the  author  proposes  to  stop  the  coinage  of  silver,  and  thereby  cause  the 
rate  of  exchange  to  rise  gradually  to  two  shillings  the  rupee ; at  the  same 
time  opening  the  mints  for  the  coinage  of  gold,  which  would  flow  into  the 
country  by  the  course  of  trade. 

It  is  shown,  that  if  it  be  considered  desirable  to  prevent  the  least  altera- 
tion of  the  present  natural  distribution  of  the  precious  metals  throughout 
the  world,  this  will  be  easily  effected  by  the  Secretary  of  State  selling 
his  “ Council  Bills  ” cheaper  than  gold,  say  at  Is.  llfd.  per  rupee. 

In  that  case,  the  establishment  of  the  gold  currency  would  take  a longer 
time,  (but  the  rupees  would  continue  to  be  quite  as  useful  for  all  purposes  of 
commerce  as  at  present),  as  it  would  be  supplied  only  out  of  the  large 
mass  of  gold  (150  or  160  millions  sterling)  already  in  India,  and  the 
annual  supplies  regularly  imported  in  rapidly  increasing  quantities, 
already  amountmg  to  five  millions  sterling  per  annum;  the  present 
inability  to  use  which,  in  a severe  monetary  crisis,  is  noticed  as  a cruel 
injury  and  injustice  to  the  natives  of  India ; who,  throughout  the  entire 
length  and  breadth  of  the  Empire,  have  expressed  their  unanimous  desire 
for  its  legal  currency  being  established. 


On  the  Depreciation  of  the  Value  of  Silver,  with  Espe- 
cial Reference  to  the  Exchange  between  India  and 
England  ; and  Suggestions  for  a Remedy.  By  Colonel 
J.  T.  Smith,  R.E.,  E.R.S.,  formerly  Master  of  the  Mint, 
Madras  and  Calcutta. 

1.  I gladly  avail  myself  of  the  invitation  with  which  I have 
been  honoured  by  the  Society  to  lay  before  them  some  remarks 
on  the  depreciation  of  silver  with  reference  to  the  Indian 
Exchange,  because  it  affords  me  an  opportunity  of  submitting 
f<ir  their  discussion  a measure  proposed  by  me  which  has  been 
for  some  time  under  the  consideration  of  tlie  Indian  authori- 
ties, and  which  bas  for  its  object  the  removal  of  the  difficulties, 
uncertainty,  and  losses,  which  have  now  for  so  long  a time 
embarrassed  the  operations  of  Indian  commerce,  and  disordered 
the  Indian  finances. 

2.  If  it  be  possible  by  any  means  to  get  rid  of  the  very  serious 
evils  just  referred  to,  the  subject  is  I think  well  worthy  of  the 
attention  of  the  Society ; but  the  questions  involved  in  any 
proposal  of  this  kind  are  generally  considered  to  be  of  an 
abstruse  and  complicated  character,  and  I am  painfully  con- 
scious of  my  inability  to  impart  to  them  any  interest  beyond 
that  of  their  own  intrinsic  importance.  Perhaps  the  most 
satisfactory  way  in  which  to  begin  the  explanation  I vush  to  lay 
before  the  Society,  will  be  first  briefly  to  state  the  facts,  and 
endeavour  to  ascertain  the  causes  of  the  evils  experienced,  then 
to  state  the  remedy  which  I propose,  and,  lastly,  to  offer  some 
few  explanations  to  meet  the  diificulties  which  may  appear  to 
some  minds  to  militate  against  the  adoption  of  my  proposals. 

3.  The  facts  are  unfortunately  only  too  notorious.  IVe  are 
all  aware  of  the  losses  which  have  been  experienced  in  Indian 
trade,  and  the  embarrassments  occasioned  to  the  Indian  finances 
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l)y  the  fluctuations  of  the  rate  of  exchange  between  India  and 
En  ^land,  coupled  with  the  absolute  uncertainty  of  its  course 
for  the  future,  from  day  to  day. 

In  regard  lo  the  former,  it  is  I believe  a fact  that  the 
ex[  orts  to  India  were  at  one  time  greatly  checked  owing 
to  its  being  found  that  they  produced  so  much  disappoint- 
ment and  loss.  On  tlie  other  hand,  it  would  not  be  fair  to 
omit  that  the  same  causes  which  produced  this  discourage- 
ment to  the  import  trade  into  India,  increased  the  profits  of 
tin  export  trade  from  India ; so  that  there  are  not  wanting 
tin  se  who,  confining  their  attention  perhaps  to  one  branch  of 
CO]  amerce,  are  inclined  to  look  upon  the  depreciation  of  silver 
as  a benefit  to  that  country,  though  they  at  the  same  time 
admit  the  serious  evils  occasioned  by  the  fluctuations  in  the 
course  of  exchange. 

).  We  can  easily  understand  a little  bias  in  the  minds  of  those, 
wl  o,  making  large  unaccustomed  profits  liy  the  export  trade 
frem  India,  speak  favourably  of  circumstances  which  created 
the  stimulus  and  brought  them  their  gains.  But  the  statesman 
wl.o  looks  into  the  question  with  a desire  for  the  equal  advance- 
ment of  all  branches  of  commerce,  will  perceive  tljat  Avuat  is 
a stimulus  to  the  one  branch  is  equally  a deterrent  to  the  other, 
th  } effect  being  the  same,  precisely,  as  if  a bounty  u ere  bestowed 
uf  on  exports,  and  an  equal  tax  on  imports ; entailing,  it  should 
be  observed,  the  risk,  should  silver  regain  its  value,  of  the  effect 
being  reversed,  and  the  bounty  and  tax  being  applied  in 
thi  opposite  directions. 

6.  Perhaps  it  will  be  sufficient  evidence  that  the  accidental 
depreciation  of  the  metallic  contents  of  the  rupee  cannot  be  a 
re  d benefit  to  the  country,  if  I mention  that,  were  it  so, 
th  2 effect  of  it  could  be  artificially  brought  about  at  any 
tiiae  by  the  Government  authorising  merchants,  for  a time, 
to  manufacture  the  standard  coins  of  the  realm  wdth  10  to 
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20  per  cent,  deficiency  of  precious  metal,  and  to  circulate  them 
with  legal  tender  as  genuine  coins. 

7.  In  regard  to  the  disorder  of  the  Indian  finances,  brought 
about  by  the  fall  in  the  price  of  silver,  I need  hardly  remind 
the  Society  of  tho  official  statement  on  this  subject  by  the 
Finance  Minister  in  his  Budget  Speech  of  the  31st  March, 
1876,  which  contained  the  following  words  : “ The  sudden  depre- 
ciation of  silver  and  the  consequent  enhancement  of  charge  to 
the  Government  of  India  of  laying  down  yearly  the  sum 
required  in  England  of  about  fifteen  millions  sterling,  without 
doubt  cast  a grave  shadow  on  the  future.  In  truth  it  may  be 
said  that  the  danger,  from  whatever  point  of  view  considered, 
is  the  gravest  which  has  yet  threatened  the  finances  of  India.” 
Further  on  he  stated  “that  which  adds  significance  to  it  is  that 
the  end  cannot  be  seen ; the  future  is  involved  in  uncertainty.” 

8.  To  this  extract  it  is  only  necessary  to  add,  that  during  the 
last  three  years  the  losses  actually  incurred  by  the  Government 
of  India  in  the  remittances  to  England,  as  compared  with  the 
rate  of  2/-  the  rupee,  have  amounted  to  upwards  of  five 
millions  of  pounds  sterling,  being  an  average  loss  of  £1,666,000 
per  annum,  or  rather  more  than  £30,000  per  week ; and 
similar  losses  are  still  being  experienced. 

9.  We  have  here  then  as  the  facts  for  consideration,  a violent 
distm'bance  of  the  Indian  commerce,  stimulating  by  the  aid  of 
a practical  bounty,  its  exports  which  do  not  require  aid,  and 
discouraging  its  imports,  which  during  the  last  half  century  have 
been  deficient ; at  the  same  time  inflicting  very  serious  losses 
upon  the  finances  of  the  Imperial  Government.  AVe  have  to 
enquire  into  the  causes  of  this  unwelcome  phenomenou. 

10.  To  this  end  it  is  needless  to  adduce  any  arcruments  to  prove 
that  their  prime  origin  is  in  the  depreciation  of  the  value 
of  silver,  but  it  may  be  very  interesting  to  exhibit  the  modus 
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K)}.  erandi  ot  the  change,  more  especially  if  it  slioiild  have  the 
effect  of  bringing  to  light  the  other  causes  without  which  the 
SI  clden  fall  in  the  value  of  the  metal  would  have  been  com- 
pi.ratively  inoperative  and  harmless. 

11.  Let  us  therefore  consider  what  the  results  would  have  been 
if  India  had  been  a self-contained  community,  with  an  internal 
trade  of  its  present  dimensions,  but  with  no  considerable  foreign 
r(  lations  or  commerce.  In  that  case  some  of  the  results  which 
hive  been  already  observed  would  have  taken  place;  the  cur- 
rency would  have  been  added  to,  day  by  day,  by  a deluge  of 
coins  cheaper  than  those  of  which  it  has  hitherto  been  com- 
p )sed ; and,  as  will  be  hereafter  explained  in  paragraph  68,  these 
u ouldhave  continued  to  swell  the  currency  and  diminish  its  value, 
until  a new  point  of  “ saturation  ” and  a new  scale  of  prices  had 
b^en  established.  But,  if  we  remember  that  the  constant  and 
T!  ipid  increase  of  the  business  of  India  needs  an  annual  addition  of 
5 millions  sterling  to  her  currency  to  maintain  existing  prices, 
a ad  a still  larger  importation  than  that  when  the  ordinary  imports 
of  merchandise  are  checked  and  diminished;  if  we  also  bear  in 
mind  the  vast  amount  of  the  currency,  which  may  be  mode- 
ritely  estimated  at  180  millions  sterling,  it  is  evident  that  the 
progress  of  that  change  could  not  be  otherwise  than  slow ; like 
t je  growth  of  a child  it  would  be  certain,  but  imperceptible. 

12.  Let  us  now  enlarge  the  dimensions  of  our  enquiry,  and  in- 
sbead  of  confining  our  observations  to  India  alone,  include 
Great  Britain  in  our  view,  but  upon  the  supposition  only 
tiiat  both  countries  have  the  same  rupee  currency,  and  are 
g overned  by  the  same  currency  laws  as  India,  and  we  shall  see 
t hat  the  same  results  would  follow.  But,  as  the  united  currencies 
cf  Great  Britain  and  India  would  be  larger  than  that  of  India 
slone,  the  effect  of  the  stated  additions  to  the  joint  currency 
T ^ould  be  less  observable ; the  more  so  as  there  would  cease  to  be 
tiie  stimulus  to  the  export  trade  above  referred  to,  which  is 
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brought  about  by  the  lowering  of  the  exchange ; the  progress 
would  therefore  be  even  more  protracted. 

13.  As  just  implied,  there  would  be  no  lowering  of  the 
exchange  between  India  and  Britain,  that  is,  no  alteiation 
on  account  of  the  decline  in  the  value  of  silver ; because, 
supposing  both  countries  to  possess  a rup)ee  currency,  the 
same  causes  which  would  operate  upon  the  one,  would  also 
affect  the  other  ; and  being  in  constant  commercial  communica- 
tion, the  value  of  their  respective  currencies,  though  undergoing 
a f^radual  deterioration,  would  maintain  an  equilibrium  one  with 

the  other. 

14.  Let  us  now  consider  what  is  the  consequence  of  the  actually 
existing  state  of  things,  that  is,  a silver  currency  in  India  and  a 
o’old  currency  in  Great  Britain,  together  with  an  open  coinage 
in  both  countries,  including  a free  permission  to  any  one  uho 
pleases  to  take  silver  for  coinage  to  the  Indian  mints.  In 
order  to  do  this,  we  must  bear  in  mind  that  the  commerce 
between  two  countries  is  the  exchange  of  commodities 
which  are  measured  against  one  another  by  means  of  the 
tariffs  of  p>rices  founded  on  the  currency  of  either  country. 
In  the  present  case,  commodities  in  England  are  measuied 
by  the  average  value  of  gold,  in  India  by  the  aierage  value 
of  silver.  As  just  explained,  these  tariffs  of  price  can  only 
bo  altered  gradually,  because  the  cheaper  cost  of  a small  part 
added  to  the  currency  only  slightly  affects  the  whole,  just  as  a 
bucket  of  water  added  to  a lake  imperceptibly  affects  its  level. 
But  in  regard  to  the  course  of  exchange,  namely,  the  immediate 
expense  of  obtaining  a portion  of  one  currency  by  means  of 
another,  it  is  evident  that  the  cost  instantly  follows  the  alteration 
in  the  cost  of  the  material  on  which  the  former  currency  is 
based ; for,  in  fact,  the  rate  of  excharrge  only  expresses  the 
cost  of  procuring  one  currency  in  terms  of  the  other.  Hence, 
in  this  instance,  no  sooner  is  there  an  alteration  in  the 


Eiiglisli  or  gold  price  of  silver,  than  it  indicates  and  establishes 
ai  alteration  in  tlie  purchase  price  of  the  1 ndian  rupee  currency, 
tl]  at  is,  an  alteration  in  the  rate  of  exchange  hetAveen  the  two 
ccuntries;  and  it  is  so,  because  the  Indian  currency  law  gives 
the  right  to  any  one  having  silver,  to  convert  it  at  once  into 
coins.  Silver,  however  much  degraded  in  value  below  its  former 
pi  ice  in  English  money,  is  permitted,  when  coined,  to  take  its 
place  in  the  Indian  currency,  and  command  tlie  same  pur- 
cl  using  power  as  the  rest  of  the  circulating  medium.  One 
hundred  rupees,  which  formerly  cost  ten  sovereigns,  can  now 
Ik  obtained  at  the  cost  of  less  than  nine,  and  have  the  same 
purchasing  power  as  those  previously  in  circulation,  and  which 
ai  e still  measuring  the  value  of  iJlO— the  essential  circumstance 
which  gives  rise  to  this  being  the  open  mint  and  the  immediate 
convertibility  of  the  metal,  no  matter  how  much  reduced  in  its 
vulue,  into  standard  coins. 

15.  A metal  liable  to  much  fluctuation  in  price  is  not  suited 
tc  form  a standard  of  value,  especially  for  India  having  such 
vast  transactions  with  countries  of  a different  standard;  and  silver 
h IS  hecome  exceedingly  liable  to  fluctuation,  in  consequence  of 
tlie  events  of  the  last  few  years.  Slight  fluctuations,  though 
occasioning  loss  to  individuals  and  thus,  so  far,  an  obstruction  to 
trade,  are  of  little  effect,  if  there  be  no  decided  “ set  ” in  either 
d rection ; but  a heavy  fall  can  only  be  met  by  stopping  the  free 
use  of  the  Mints,  and  providing  for  the  wants  of  commerce  in 
some  other  way,  not  disturbing  the  previously  established  tariff 
o values.  This  is  the  course  which  has  been  adopted  in  France 
aid  other  States  composing  the  Latin  union. 

16.  Had  silver,  when  it  fell  to  so  low  a pi  ice,  been  denied 
aimission  to  the  Indian  Mints,  it  would  have  commanded  in 
t le  Eastern  markets  only  the  same  value  in  commodities  and 
g old  as  it  does  elsewhere ; but  the  moment  it  was  coined  into  rupees 
ii  was  raised  to  a place  in  the  existing  currency,  and  commanded 


1 an  exffliange  for  commodities  according  to  the  Indian  Tariff  of 


prices. 

17.  We  must  allow  then,  that  in  addition  to  the  fall  in  the 
value  of  silver,  the  existence  in  England  of  a different  stan- 


dard from  that  of  India,  viz,,  one  based  on  g )ld,  and  the 
free  coinage  of  silver  in  India,  bringing  about  an  immediate  and 
corresponding  fall  in  the  exchange  with  England,  ivere  essential 
elements  in  the  disorders  which  have  been  experienced. 

18.  So  long,  then,  as  silver  is  liable  to  fluctuate  in  value,  and 
the  Indian  Mints  are  open  for  its  free  coinage,  the  Indian 
coinage  being  based  upon  it,  and  England  having  a different 
standard,  there  must  necessarilv  be  fluctuations  in  the  ex- 
change  with  England,  and  all  the  evils  attendant  upon  them. 

On  the  Vahious  Remedies  Proposed. 

19.  The  India:;  merchants  were  not  long  in  discovering  the 
evil  of  a free  coinage,  when  silver  was  so  greatly  depreciated  in 
value;  and  in  August,  1876,  they  petitioned  the  Government  of 
India  to  close  the  Mints  ; but  they  did  not  complete  their  pro- 
posal by  pointing  out  the  means  by  which  the  wants  of  com- 
merce and  the  expansion  and  contraction  of  the  currency  were 
to  be  provided  for.  The  consequence  w'as  that  their  prayer  was 
refused,  chiefly  on  the  ground  of  its  involving,  as  was  supposed, 
a fall  of  prices,  or  in  other  woids  a contraction  of  the  currency  ; 
althoush  other  arguments  were  used  which  need  not  now  be 
dwelt  upon. 

‘iO.  We  have  seen  that  the  assimilation  of  the  standards  of 
England  and  India  would  at  once  put  an  end  to  all  the  fluctua- 
tions of  the  exchange,  with  or  without  the  closing  of  the  Indian 
Mints,  which  latter  measure  we  may  add,  might  also  have  been 
worked  so  as  to  produce  the  same  effect;  though,  for  want  of 
proper  explanations  it  appeared  to  the  Government  of  India  to 
involve  serious  inconveniences.  The  Government  therefor;;, 
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ultliough  implying  its  preference  for  the  introduction  of  a gold 
! tandardfor  the  Indian  currency,  and  acknowledging  the  inconve- 
niences and  anxieties  involved  in  the  existing  state  of  things, 

I dated  the  opinion  that  there  was  nothing  in  their  nature  demand- 
ng  recourse  to  a measure  so  “ costly,”  and  of  which  all  the  requi- 
I iite  conditions  were  at  present  so  uncertain.  The  erroneousness  of 
;his  opinion  will  he  explained  hereafter,  but  in  the  meantime  it 
s important  to  observe  that  for  17  years  previously  the  adoption 
)f  a gold  currency  for  India  had  been  pressed  upon  the  Govern- 
nent  of  Indin,  and  recommended  by  almost  every  Financial 
statesman,  upon  totally  different  grounds  from  those  of  the 
present  necessity. 

21.  In  the  collected  correspondence  published  in  Calcutta  in 
L8C6,  tlie  strongest  evidence  is  afforded  of  the  very  eager  desire 
)f  the  European  and  Native  merchants  and  others  for  the 
•estoration  of  a gold  currency  ; besides  the  recorded  opinion  of 
jvery  financial  Minister,  beginning  with  the  eminent  James 
Wilson,  and  including  the  late  Lord  Sandhurst  and  Sir  Charles 
Trevelyan  as  to  the  importance  of  its  introduction. 

22.  At  one  time  an  attempt  was  made;  and  Sir  Charles 
Trevelyan  having  in  a most  able  and  exhaustive  minute  recom- 
mended the  adoption  of  the  British  sovereign  as  a legal  tender 
for  ten  rupees,  the  advice  of  the  late  IVlr.  G.  Arbnthnot,  of  H. 
M.  Treasury,  was  asked,  who  in  a memorandum  dated  the  16th 
September,  1864,  upon  the  ground  that  a tentative  and  experi- 
mental course  would  be  the  wisest,  approved  a proposal  to 
receive  sovereigns  at  the  rate  of  ten  rupees  each,  but  without 
making  them  legal  tender.  This  proposal  being  carried  into 
effect,  the  practical  effect  was  that  the  sovereigns  were  only  paid 
in  when  they  were  worth  less  than  10  Bs. ; consequently,  a 
considerable  accumulation  of  sovereigns  in  the  Indian  Treasuries 
;ook  place,  which,  not  being  legal  tender,  and  during  a high  rate 
)f  the  London  exchange  of  less  value  than  10  rupees,  became 
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useless.  They  were  therefore  transmitted  to  England,  and  the 
experiment  considered  a failure.  This  decision,  however,  was 
premature,  for  had  the  sovereigns  been  retained  till  the  ex- 
change with  England  fell,  the  sovereigns  would  have  been 
readily  sold  at  a premium.  But  the  attempt  to  introduce  and 
fix  gold  in  India  without  stopping  the  coinage  of  silver  for 
individuals,  would  have  proved  a complete  failure  as  events 
turned  out. 

23.  Soon  after  this,  a commission  of  enquiry  was  appointed  by 
the  Government  of  India,  of  which  the  late  Lord  Sandhurst  was 
President,  and  which,  after  an  elaborate  investigation,  and  the 
accumulation  of  a very  large  amount  of  evidence  from  all  parts 
of  India,  made  its  report  in  October,  1866,  from  which  the  fol- 
lowing is  an  extract : — 

“ Tlie  Commission  cannot  hesitate  to  express  a hope  that 
“ the  Government  of  India  will  pei  severe  in  the  policy  wdiich 
“ was  recommended  for  the  approval  of  the  Secretary  of  State 
“ two  years  ago,  viz.,  to  cause  a legal  tender  of  gold  to  be  a 
“ part  of  the  currency  arrangements  of  India.” 

24.  I have  already  remarked  that  the  proposition  of  the  Bengal 
Chamber  of  Commerce  in  August,  1876,  was  not  sufficiently 
explained  to  the  Government  of  India,  or  it  wmuld  have  been 
seen  that  the  evil  consequence  apprehended  from  it  might 
have  been  easily  prevented. 

25.  It  is  a most  remarkable  circumstance  tliat,  throughout  the 
whole  of  the  discussion  of  this  important  subject,  by  statesmen 
of  the  very  highest  ability,and  merchants  thoroughly  acquainted 
with  all  the  commercial  features  of  the  case,  no  reference  was 
made  to  the  peculiar  relations  to  it  of  the  Council  bills  and 
the  exchange,  as  pointing  out  and  leading  the  way  to  a solution 
of  many  of  the  difficulties.  It  is  true,  that  in  the  discussions  of 
the  Bengal  Chamber  of  Commei  cc  the  strengthening  of  the  ex- 
change was  mentioned  as  a probable  result  of  closing  the  mints 
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■ 0 individuals,  which  shows  clearly  that  the  facts  of  the  ex- 
change were  not  overlooked  by  them  ; but  it  might  have  been 
]»ointed  out,  in  answer  to  the  objection  made  by  the  Govern- 
ment of  India  to  their  proposal  to  close  the  Mints,  that  by  the 
ijsue  of  Council  bills  on  the  requisition  of  merchants  needing 
them,  whether  or  not  in  excess  of  the  Iiome  requirements, 
£nd  by  the  transmission  of  silver  to  the  Mints  for  coinage  on 
account  of  the  Government,  the  expansion  and  contraction  ot 
t lie  currency  would  go  on,  automatically,  just  as  at  present; 
and  the  objections  of  the  Government  to  the  measure  on  that 
score  be  wholly  removed, 

26.  Before  submitting  to  the  Society  the  remedial  measures 
1 propose,  I will  just  glance  very  briefly  at  those  which 
T^ere  suggested  on  tlio  last  occasion,  when  the  subject  was 
ciscussed  in  this  section  about  two  years  ago. 

27.  In  the  very  elaborate  and  able  paper  read  to  the  Society  by 
Hr.  Ernest  Setd,  it  was  proposed  that  the  double  valuation  of 
loth  silver  and  gold  should  be  introduced  into  India,  all  other 
rations  coming  to  an  international  agreement  on  the  matter,  for 

V hich  purpose  a conference  was  to  be  held,  and  treaties  of  agree- 
ment entered  into.  This  proposal  has  been  very  ably  advocated 
besides  Mr.  Seyd  by  MM.  Wolowski,  Cernuschi,  and  others;  but 
ii  is  not  necessary  to  refer  to  their  reasoning  in  order  to  justify  the 
recommendation  of  another  plan.  Admitting,  for  the  sake  of 
argument,  that  all  the  advantages  contended  for  would  surely 
follow  the  adoption  of  the  proposed  measures,  by  general 
a:?reement,  it  is  enough  to  say  that  it  is  absolutely  hopeless  to 
expect  that  such  a general  agreement  is  attainable,  within  this 
generation,  or  indeed  most  probably  at  any  other  time. 

To  go  no  farther  than  the  first  step  in  the  arrangement,  it 
a ppears  to  be  certain  that  neither  Great  Britain  nor  Germany 

V ould  ever  consent  to  the  change. 

28.  General  Marriott,  in  commenting  upon  Mr.  Seyd’s 
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paper,  expressed  his  wish  for  the  double  standard  in  India, 
though  he  considered  it  would  bo  useless  to  attempt  its  intro- 
duction when  silver  was  depreciated  in  value,  because  the 
cheaper  silver  would  most  effectually  keep  out  the  gold.  Had 
the  thought  struck  him  of  introducing  the  gold  and  stopping 
the  coinage  of  silver,  ho  would  no  doubt  have  perceived  how 
very  easily  the  change  would  have  been  effected  tliereby. 

29,  Mr.  Erederick  Hendriks, afteramasterly analysis  of  Mr. 
Seyd’s  somewhat  alarming  statements,  submitted  to  the  Societya 
very  carefully  prepared  plan  for  the  coinage  reform  of  India,  by 
the  establishment  of  a temporary  transition  double  standard  of 
gold  and  silver,  and  the  ultimate  adoption  of  a 10 rupee  gold  piece 
of  a value  one  eleventh  less  than  our  British  sovereign,  with  new 
silver  rupees  of  rather  more  than  11  per  cent,  less  metallic 
value  than  the  present  ones.  This  scheme  would  involve  the 
recoinage  of  the  whole  of  the  present  Indian  rupees,  which  were 
estimated  by  Colonel  Hyde  late  Master  of  the  Calcutta  Mint,  in 
his  evidence  before  the  Silver  Commission,  at  166  millions  ster- 
ling value  in  1868,  or  1,660  millions  of  pieces  ; an  operation 
which  added  to  the  unavoidable  coining  on  account  of  trade,  would 
be  a very  serious  and  burthensome  task;  though  it  would  not 
be  an  insuperable  obstacle,  if  there  were  not  other  and  greater 
difficulties.  One  of  these  is  the  fact  that  the  new  rupee  could 
not  be  coined  on  behalf  of  the  public,  because  as  the  silver 
contained  in.  10  rupees  eould  (at  51d.  per  oz.)  be  procured  for 
I78^d.,  and  the  gold  for  the  new  10  rupee  piece  would  cost 
nearly  218d.,  if  the  public  were  allowed  to  bring  silver  to  the 
mints,  not  an  ounce  of  gold  would  be  brought  for  coinage,  and  the 
whole  scheme  would  fail.  The  new  rupee  could  therefore  only  be 
obtained  by  re-coining  the  existing  eurrency  or  new  silver  by  the 
Government;  whicb,  indeed,  would  be  a profitable  operation, 
provided  only  the  coins  could  be  put  into  circulation  together 
with  the  present  coins,  but  this  I should  fear  would  be  quite 
impossible. 
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30.  It  could  not,  indeed,  be  expected  that  the  new  rupees  of  11 
]ier  cent,  less  metallic  worth  would  be  accepted  by  the  natives  as 
of  equal  value  with  the  old  ones.  Their  true  value  containing 
V46.776S4  grains  pure*,  would  be  only  14  annas  2f  pies,  instead 
( f 16  annas,  and  it  would  be  in  vain  for  the  Government  to 
ittempt  to  introduce  them  at  the  higher  value,  even  if  it  would 
1 »e  considered  honest  to  do  so. 

If  the  new  coins  instead  of  being  substituted  for  and  cir- 
( ulating  concurrently  with  the  old,  were  introduced  at  the 
lower  value,  there  would  be  a revolution  of  the  scale  of 
]>rices,  and  the  re-coinage  of  the  ru])ees  would  involve  an 
expense  of  about  1 to  millions  sterling, 

31.  Another  difficulty  would  be  that,  in  consequence  of  the 
introduction  of  a 10  rupee  gold  piece  eontaining  only  102.7287 
grains  of  pure  gold  worth  2l7.831538d.  at  933d.  per  standard 
ounce  without  seignorage,  the  exchange  with  England  would  be 
immovably  fixed  at  rather  less  than  l.lOd.  the  rupee,  in- 

^ '■olving  a permanent  annual  loss  in  remittance  of  £1,250,000, 

or  more  than  £24,000  per  week,  to  the  Indian  Government; 
)esides  two  or  three  millions  per  annum  more  in  her  expendi- 
,ure,  owing  to  rise  of  prices.  Hence  it  will  be  seen  that, 

* evolving  as  it  does  the  re-coinage  of  1,660  millions  of  pieces, 

;i  total  revolutiou  of  the  scale  of  prices,  and  very  heavy  annual 
osses  to  the  Indian  Treasury,  tlie  measures  proposed  by  Mr. 
aendriks  would  not  be  desirable  unless  there  were  no  otlier 
easier  means  of  accomplishing  the  end  proposed. 

The  Thue  Remedy. 

I 

32.  The  above  are  the  suggestions  which  survived  the  discus- 
don  of  th's  important  subject  two  years  ago ; and  their  in- 
irestigation  affords  a clue  to  the  difficulties  which  have  beset 

I ffie  problem  on  every  occasion  when  its  solution  has  been 

seriously  attempted.  The  chief  difficulty  seems  to  have  been 

I * Worth  17.851‘2d.  at  54d.  per  oz.  standard. 
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the  existence  of  a large  mass  of  standard  silver  coins  which  it 
was  impossible  to  convert  all  at  once  into  “tokens  ” ; and  therefore 
the  apparently  inevitable  necessity  for  the  concurrent  circulation 
of  standard  coins  of  the  two  metals ; a fact  which  induced  many 
of  the  statesmen  who  had  to  deal  with  the  question  to  consent 
to  a “ double  standard,”  at  all  events  for  a limited  time. 

33.  I have  before  pointed  out  how  the  difficulty  just  stated 
might  have  been  very  easily  overcome ; but  it  is  not  at  all 
necessary  now  to  enlarge  upon  it,  because  I have  the  gratifying 
privilege  of  being  able  to  state  that,  owing  to  recent 
events,  the  difficulty  has  altogether  vanished;  and  that  the 
extraordinary  and  fortuitous  position  of  the  Indian  currency  is 
such  as  to  put  the  desired  change  within  our  reach,  without 
the  slightest  difficulty  or  risk  of  any  kind.  Let  me  illus- 
trate this  by  a somewhat  extravagant,  but  I trust  not  inappro- 
priate imagination. 

34.  Let  us  suppose  that  India  and  its  currency  being  what 
they  were,  say  five  years  ago,  with  the  wants  of  trade  provided 
for  by  a cireulating  medium  of  1,660  millions  of  rupees,  which 
had  established  a scale  of  prices  throughout  the  empire  indicating 
their  value  as  two  shillings  each,  that  it  was  very  earnestly 
desired  to  introduce  a currency  of  gold  coins,  to  take  the  lead 
in  due  time,  and  regulate  prices ; and  to  do  this  without  making 
any  disturbance,  by  quietly  and  gradually  slipping  into  the, 
at  present  co-equal,  but  hereafter  dominant  position,  with  a 
true  token  currency  of  equal  local  worth.  Let  us  suppose  also 
that  the  Einance  Minister  of  the  Empire  had  the  assistance  of 
a magician  or  fairy,  who  told  him  that  the  whole  could  be 
accomplished  by  a single  miracle,  which  if  he  would  reason  it 
out  and  ask  it  of  her,  she  would,  by  a stroke  of  her  wand 
accomplish  for  him  ; what,  let  us  consider,  would  be  his  choice, 
and  the  answer  he  would  give  ? 

35.  As  the  result  of  his  careful  study,  enquiries,  and  inves- 
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ti  nation,  our  Finance  Minister  would  at  last  arrive  at  the 
C(  inclusion  that  an  enormous  mass  of  currency,  such  as  that  of 
the  Emj)ire,  although  formed  of  a multitude  of  successive 
values  added  tog(3ther  to  constitute  its  hulk,  and  representing 
the  average  of  the  whole  of  them,  could  not  be  materially 
a:fected  by  any  difference  in  the  value  of  each  fresh  com- 
! p iratively  small  portion  added  to  the  mass ; and  he  would 

I d;  scover,  also,  that  commodities  (which  indeed,  and  not  money, 

constitute  trade),  are  compared  with  one  another  by  a scale  of 
p ices  which  varies  very  slowly  in  accordance  with  the  average 
‘1'  vj  due  of  the  whole  mass  of  coins  ; not  at  all  by  the  varying 

Vi  due  of  the  particular  individual  pieces,  which  constitute  the 
ir  ass ; except  in  so  far  as  they,  in  time,  affect  the  general 
a^  erage.  He  might,  therefore,  argue  thus  with  himself.  In  so 
ier  as  securing  the  undisturbed  continuance  of  the  present 
p]  ices  is  concerned,  I can  certainly  effect  that,  by  not  allowing 
any  more  silver  coins  to  be  introduced,  that  is  by  closing  the 
ints  to  silver,  and  then  no  change  in  the  average  can  possibly 
ta  ke  place ; for,  as  it  happens  that  the  wants  of  trade  necessitate 
C(  nstant  additions  to  the  currency,  I can  allow  these  additions  to 
b(!  made  by  gold  coins  ^f^ecisely  adapted  to  the  value  of  that 
g(  neral  average.  1 shall  then,  as  additions  to  the  currency  are 
st3adily  required  at  the  rate  of  6 millions  sterling  per  annum, 
in  a few  years  have  30  or  40  millions  of  leading  gold  coins  circu- 
lating  concurrently  with  rupees,  and  most  probably  that  will 
b(  all  that  is  required  ; if  not,  a few  more  years  will  certainly 
accomplish  it;  and  so  I do  not  need  any  help  at  all,  and  I shall 
decline  the  offer  of  my  benevolent  fairy. 

36.  Stop,  says  the  latter,  you  have  not  described  the  accom- 
plishment of  your  object.  You  have  contrived  an  arrangement 
w'  lich  will  only  partially  effect  your  intention,  an  arrangement 
nc  t indeed  a double  standard,  but  in  one  particular  subject  to 
iti.  evils.  By  introducing  gold  at  the  precise  value  of  the 
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present  silver  coins  you  will,  it  is  true,  avoid  any  disturbance 
of  prices ; and  by  admitting  only  gold  from  the  public  in  future, 
that  metal  will  hereafter  regulate  prices  and  become  the 
Standard.  Still,  you  do  not  seem  to  have  observed  that,  as 
your  gold  and  silver  coins  are  precisely  equal  in  value,  at 
present,  you  are  not  quite  safe  from  one  of  the  evils  of  a 
double  Standard.  The  silver  coins  cannot  drive  out  the  gold, 
to  be  sure,  for  you  will  not  give  them  admission  to  do  so ; but 
how  about  the  gold  driving  out  the  silver  ? You  cannot  limit  or 
obstruct  the  free  entrance  and  exit  of  gold  into  and  from  your 
currency,  that  being  your  Standard  ; for  if  you  do,  the  currency 
wdll  not  be  automatic,  and  expand  and  contract  in  strict  and 
immediate  sympathy  with,  trade.  How  then  will  you  secure 
your  silver  coins  from  being  chased  out  of  the  empire,  if  you 
make  the  gold  coins  at  first  of  precisely  equal  value,  and  hereafter 
they  should  happen  to  become  cheaper? 

37.  I admit  the  truth  of  your  objection,  would  be  the  reply, 
and  I see  now  what  is  wanting ; what  I would  ask  you 
therefore  to  do  for  me  is  that  wdien  I close  the  door  to  the 
admission  of  silver  to  the  currency,  and  employ  guld  for 
further  additions  to  it,  you  would,  by  your  magic  power, 
discredit  silver  in  the  other  markets  of  the  w'orld.  That  will 
cause  it  to  fall  in  value ; and  then,  to  whatever  extent  you 
do  that,  my  silver  currency  will  be  quite  safe  from  being 
driven  away,  unless  and  until  gold  shall  also  have  lost  credit 
in  the  markets  of  the  world  to  an  equal  extent.  In  fact,  then 
the  silver  rupees  in  my  currency,  circulating  as  they  will 
do  at  a higher  value  (that  is  their  present  value),  than  that  of 
the  metal  they  contain,  will  be  true  “ tokens  ” like  those  of  Great 
Britain ; and  our  Indian  currency  will  be  assimilated  to  that  of 
the  mother  country. 

38.  The  request  is  granted,  and  the  benevolent  fairy  not 
only  reduces  the  value  of  silver  in  the  markets  of  the 
world,  to  an  extent  sufficient  to  keep  the  rupees  secure  in  the 
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Indian  currency,  but  adds  another  favour,  by  pointing  out  a 
jrivate  door  of  admission  to  the  circulating  medium  by  means  of 
( ouncil  bills.  The  Minister  is  warned  to  take  care  to  sell  these  at 
iiQ  former  average  value  of  the  rupees,  and  to  take  care  also 
E ot  to  waste  much  time  in  carrying  out  his  arrangements,  lest 
t le  successive  additions  of  fresh  masses  of  cheap  rupees  should 
have  the  effect  of  lowering  the  average  value,  and  increasing 
t le  present  scale  of  prices. 

39.  This  fanciful  sketch  illustrates  the  present  position  of 
affairs,  and  it  is  intended  to  show  the  extraordinary  and 
f ropitious  accident  which  now  offers  the  opportunity  of  effec- 
t ng  a change  which  has  been  for  so  many  years  desired, 
v ithout  the  smallest  difficulty,  inconvenience,  or  risk  of  any 
b ind.  The  important  peculiarity  is  that  the  rupees  are  now  cir- 
c elating  at  a local  value  superior  to  their  metallic  worth*  ; and, 
i: ' carebe  taken  to  prevent  their  numbers  being  unduly  increased, 
t ley  may  be  fixed  at  that  value  ; and,  being  concurrent  with 
^ old  pieces  of  metallic  as  well  as  local  worth,  they  will  be  clearly 
r nderstood  to  be  what  they  now  are,  namely  “ tokens.” 

40.  My  proposal  to  which  I have  referred  at  the  beginning 
cf  these  remarks  was  the  following  : — 

“ That  after  due  notice,  the  coinage  of  silver  on  hehalf  of 
\ rivate  individuals  and  advances  upon  silver  bullion  should  be 
suspended ; that  part  of  Act  23  of  1870,  which  makes  it  incum- 
1 ent  on  the  Government  to  receive  and  coin  it,  being  repealed : 
the  Government  retaining  in  their  own  hands  the  power  of 
I eplenishing  the  silver  currency  whenever  they  may  deem  it 
expedient.  That  gold  bullion  should  be  received  by  the 
( Government  at  the  mint  rate  of  Rs.  38  : 11  As.  per  standard 
( unce,  and  coined  into  sovereigns  and  half-sovereigns  (repre- 
senting  Es.  38  As.  15),  or  ten  and  five-rupee  pieces  of  the  same 

* The  rupees  are  now  circulating  at  more  than  12  per  cent,  above  their  me- 
t illic  worth,  and  if  the  rate  of  exchange  were  2s.  the  rupee,  the  price  of  silver 
1 lust  rise  to  more  than  G5d.  per  ounce,  be'ore  it  would  pay  to  send  them  to 
] Ingland  as  a bullion  remittance. 
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value,  Avhich  should  hi  declared  legal  tender,  but  not  demand- 
able,*  the  present  silver  rupees  continuing  to  be  legal  tender,  as 
before. 

41.  “ No  seignorage  should  be  charged  for  the  manufacture 
of  the  gold  coins  beyond  that  implied  in  the  terms  of  purchase, 
which  are  the  same  as  those  of  the  Bank  of  England,  and  yield 
a profit  of  one  anna  per  ounce,  or  one-sixth  per  cent.,  which  is 
more  than  enough  to  pay  all  the  actual  outlay.”! 

42.  The  foregoing  scheme  would  have  the  effect  of  merely 
transferring  the  standard  of  value  from  silver  to  gold,  without 
in  the  least  altering  the  value  itself,  owing  to  the  extraordinary 
and  fortunate  accidents  of  the  present  situation  of  the  Indian 
currency. 

43.  It  will  be  shown  hereafter^  with  reference  to  the  important 
object  of  introducing  the  change  without  disturbance  of  the 
existing  distribution  of  the  precious  metals  throughout  the 
world,  that  a gold  currency  is  not  essential  to  the  existence  of  a 
gold  standard  ; and,  paradoxical  as  it  may  appear,  that  it  Avill 
he  quite  easy  to  establish  a dominant  gold  currency  in  India 
without  making  the  smallest  further  demand  than  the  present 
upon  the  produce  of  the  mines  ; and  at  the  same  time,  although 
the  Mints  are  closed  to  silver,  to  keep  up  the  silver  coinage 
at  the  gold  value,  and  to  meet  and  fulfil  the  expansions  and 
contractions  of  the  currency,  through  the  agency  which  will  now 
be  described. 

44.  The  following  is  the  modus  operandi.  When  the 
coinage  of  silver  is  suspended,  the  rate  of  exchange  will  rise, 

* As  the  expression  “not  demandable ” has  given  rise  to  objection,  it  may- 
be pointed  out  that  it  is  not  at  ah  essential.  So  long  as  rupees  are  legal  tender, 
no  debtor  can  be  compelled  to  pay  in  gold 

t This  statement  is  founded  on  the  fact  that  the  cost  of  coining  rupee 
pieces  in  the  Calcutta  Mint  is  from  | to  | ^ler  cent.,  or  eight  to  twelve  annas 
per  hundred  pieces.  One-sixth  per  cent,  on  gold  ten-rupee  coins  would  he 
one-sixth  of  ten  rupees,  or  26|  annas. 

\ Vide  paras,  70,  72  and  82 ; note,  page  46,  and  paras.  94  to  106. 
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b ecause  the  remittances  to  be  made  to  India  have  always  been 
greatly  in  excess  of  the  Council  drafts,  as  shown  by  the  ship- 
ments of  silver  bullion,  to  the  amount  of  five  millions  ster- 
1;  ng  per  annum ; and  on  the  suspension  taking  place,  the 
r ite  would  rise  to  two  shillings  tlie  rupee ; or  more  if 
d ssired,  as  silver,  even  if  cheap,  would  be  useless. 


45.  The  cause  of  the  rise  in  the  rate  of  exchange  here  men- 
t oned  wdll  be  readily  understood  if  we  remember  that,  while  ^ 
t le  remittances  to  be  made  to  India  amount  to  20  millions  per 
aanura,  the  Council  bills  only  dispose  of  15  millions.  The 
difference  is  met  by  sending  out  silver  bullion  to  India  for 
c )inage.  When  the  use  of  the  mints  by  individuals  is  put  a 
s iop  to,  there  will  ensue  a famine  of  remittance,  which  would 
c luse  a competition  for  the  Council  bills,  more  or  less  active, 
according  to  the  sufficiency  or  otherwise  of  the  amount  of 
Council  bills  offered  for  sale  to  meet  the  demand.  If  the 
Secretary  of  State,  after  the  Mints  were  closed,  sliould  offer 
bills  to  the  extent  only  of  the  home  expenses,  there  would 
be  a serious  deficiency  of  the  means  of  remittance,  which, 
afc  the  end  of  three  months,  would  be  represented  by  a million 
and  a quarter  sterling.  If  he  offered  bills  for  sale  in 
excess  of  the  home  requirements  by  fully  1|-  millions,  there 
'vmuld  be  comparatively  slight  competition,  and  the  rate  of 
exchange  would  rise  but  slowdy.  Hence  the  rate  might  be 
^ radually  raised,  either  by  slightly  restricting  the  supply,  as 
j ist  explained,  or  by  giving  some  such  a notice  as  the  follow- 
iag That  after  three  months  the  present  rate  for  Council  bills 
cf,  say.  Is.  9J.  the  rupee,  would  be  raised  to  Is.  9Jd.,  and  that 
i c would  continue  to  be  raised  by  ^d.  every  six  weeks  till  it 
1 cached  2s.  the  rupee,  when  it  would  remain  unaltered.  The 
jlecretary  of  State  undertaking  to  grant  bills  and  telegraphic 
Iransfers  at  the  rates  so  fixed  to  all  [)artics  requiring  them. 


When  the  rate  has  risen  hv 

< 


competition,  or  other- 


wise, to  two  shillings  the  rupee,  the  Secretary  of  State 
would  undertake  to  sell  bill  for  the  future  to  all  comers,  at 
that  rate ; and,  then,  nothing  more  would  be  required,  except 
tl at  he  should  send  out  to  India  silver  purchased  v.ith  the 
money  received  in  excess  of  the  requirements  of  the  Home 
Treasury.  '1  he  change  cf  standard  would  then  be  accom- 
plished, and  there  Avould  be  an  absolute  end  to  all  the  un- 
certainty and  losses  hitherto  experii  need. 

47.  When  the  coinage  of  rupees  for  individuals  is  suspended, 
and  the  currency  is  procurable  only  by  gold  or  bills,  it  will 
rest  with  the  Gov(*rnment  of  India  to  fix  the  rale  at  which 
bills  shall  be  drawn;  and  if  the  Secretary  of  State  issues  bills 
at  2s,  the  rupee  or  a loAver  rate  to  all  applicants,  the  effect 
u])on  trade  and  the  currency  will  be  precisely  the  same  as  if, 
n(>thing  having  been  done,  that  same  rate  of  exchange  had 
been  arrived  at  in  consequence  of  other  circumstances,  and 
had  1 ecome  permanent.  The  rate  fixed  being  2s.  tlie  rupee,  or 
less,  it  would  not  pay  to  send  gold  ; and  thus  exactly  the  same 
amount  of  silver  bullion  would  be  sent  out  to  India  and 
added  to  tb.c  currency  as  would  be  the  case  under  existing 
cireumstar.  ces  at  the  same  rate ; the  onlv  difference  would  be 
that  it  would  be  S(’nt  by  the  Seerctary  of  State  histead 
of  by  the  merchants  (who  would  take  bills  instead),  and  would  he 
coined  by  the  Government  of  India.  The  quantity  so  sent  out 
would  be  regulated  strictly  as  at  presemt,  by  the  balance  of  trade 
and  the  amount  of  funds  requisite  for  the  Indian  Home  expenses. 

48.  If  the  Secretary  of  State  were  to  fix  the  rate  of  exchange 
at  Is.  n|d.  or  less,  no  gold  would  be  taken  to  the  Indian 
Mints  for  currency  purposes,  although  the  standard  were 
changed,  and  the  Mints  freely  open  to  receive  it.*  Trade  and 
commerce  would  be  carried  on  precisely  in  the  same  way  as  at 

’*■'  Althougli  no  gold  would  be  bruugbi,  to  the  Mints  for  ordinary  currency 
use,  there  might,  nevertheless,  be  a considerable  quantity  bronght  for  coinage 
on  other  grounds.  India  iiu])orts  more  than  four  millions  sterling  of  gold 
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^resent,  -with  the  very  great  and  important  advantage  of  a per- 
manently fixed  and  reliable  rate  of  exchange. 

Council  Bills  and  the  Exchange. 

49.  Before  proceeding  to  enquire  into  the  difficultic  s and  ob- 
jections which  to  some  minds  have  appeared  to  stand  in  the 
way  of  the  proposed  plan,  it  may  be  useful  to  say  a few  words 
more  on  tlie  subject  of  the  Secretary  of  State’s,  or  as  they  are 
more  frequently  called,  the  “ Council  bills”  on  India,  and  their 
influence  on  the  currency  and  exchange. 

50.  These  bills  represent  that  j)art  of  the  produce  of  the 
Indian  Empire  acquired  by  the  Goveinraent  in  the  shape 
of  taxes,  which,  like  the  income  of  an  absentee  landlord, 
is  sent  to  England  to  meet  the  Home  expenses.  If  the 
Government  of  India  were  to  buy  the  produce  in  the  mar- 
kets there,  and  send  it  liome  to  be  sold  on  account  of  the 
Secretary  of  State,  there  would  be  no  need  of  Council  bills, 
and  no  interference  with  the  exchange ; but  there  would  be  an 
interference  with  the  markets,  and  that  might  at  times  be 
equally  if  not  much  more  objectionable. 

51.  The  Council  and  private  bills  were  together  estimated  in 
Parliament  at  20  millions  sterling  annually,  and  they  offer  tlie 
means  of  procuring  rupees  without  delivering  silver  which  is 
the  standard  of  their  value,  but,  instead  of  it,  pounds  shillings 
and  pence,  that  is,  virtually,  by  the  delivery  of  gold. 
One  is  almost  tempted  to  say  that  India  sutlers  from  a 
double  standard,  because  it  is  true  that  the  currency  can  be 
obtained  by  the  delivery  of  either  silver  or  gold ; and  such 
would  be  the  case  if  bills  could  be  freely  claimed  as  a right,  to 

annually  for  hoarding  and  ornaments,  and  it  is  not  unlikely  that  part  of  this 
and  of  the  immense  hoard  already  in  India,  would  be  brought  to  the  Mint,  the 
charge  being  so  low  as  one-sixth  per  cent,  plus  refinage.  Gold  might  also  be 
coined  at  fii’st  for  sale  in  the  bazaars,  if  the  coins  commanded  a sufficient 
“ agio.” 
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an  indefinite  extent,  at  a fixed  rate  of  exchange  ; for  then  the 
Indian  currency  would  be  obtainable  by  the  alternative 
surrender  of  given  quantities  of  either  silver  or  gold,  and  the 
two  would  compete  against  one  another. 

52.  But  it  is  not  so  ; and  the  double  standard  does  not  exist ; 
because,  owing  to  the  circumstances  of  the  case,  it  is  absolutely 
indispensable  that  a large  part  of  the  surplus  exports  must 
every  year  be  paid  for  by  the  gold-bought  rupees,  and  the 
Secretary  of  State  is  therefore  compelled  to  modify  and  reduce 
the  price  of  his  bills,  that  is  the  quantity  of  gold  asked  for  the 
rupee,  so  as  to  keep  the  bills  at  all  times  cheaper  than  the 
silver  price ; the  result  of  which  is  that  silver  remains  the 

regulator  of  value. 

53.  But,  supposing  the  alternative  of  the  silver  delivered  for 
the  rupee  were  altogether  withdraAvn,  and  that  the  Council  bills 
engrossed  and  paid  for  the  whole  of  the  surplus  expoits  fiom 
India,  and  that  the  Indian  currency  were  procurable  only  by 
Council  bills— that  is,  virtually,  by  the  delivery  of  gold— then  it 
is  evident  that  the  value  f-f  the  rupees  brought  in  to  the  currency 
would  depend  upon  the  number  of  ounces  of  gold,  or  the  price 
in  pounds,  shillings  and  pence,  paid  for  a number  of  them,  that 
is,  upon  the  rate  of  exchange ; and,  in  like  manner,  when 
the  coinage  of  silver  is  stopped,  whatever  may  be  the  rate  of 
exchange,  gold,  and  gold  only^,  becomes  the  regulator  of  the 
value  of  the  Indian  currency,  for  the  time  being. 

54.  Eor  instance,  if  the  coinage  of  silver  were  stopped,  and  the 
rate  at  which  the  Council  bills  were  sold  was  Is.  8d.  the 
rupee,  (and  this  rate  could  not  be  changed  except  by  the 
option  of  the  Secretary  of  State,  there  being  no  other  way  of 
obtaining  the  curren(;y),  the  effect  would  be  the  same  as 
establishing  the  standard  of  10-273  grains  of  gold  for  the 
rupee  ; and  this  would  continue  indefinitely,  the  standard 
being  changed  from  180  grains  of  standard  silver  to  10-273 

grains  of  standard  gold. 
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65.  In  these  circumstances  the  Council  bills  would  constitute 
and  bring  into  operation  a new  standard  of  valuation  of  the 
Indian  currency,  there  being  no  other ; and  this  value  of 
the  new  standard  would  depend  upon  and  be  fixed  by  the  rate 
of  exchange.  It  remains,  therefore,  only  to  enquire  what  that 
rate  ought  to  be,  in  order  to  interfere  as  little  as  possible  with 
the  former  normal  scale  of  prices,  and  restore  matters  to  what 
they  were  previous  to  the  commencement  of  the  present  dis- 
order. This  will  be  investigated  more  fully  hereafter.*  In  the 
mean  time,  I may  here  say  that  there  can  be  no  doubt  that  the 
proper  rate  is  2s.  the  rupee. 

56.  It  is  important  further  to  notice  the  relation  between  the 
Council  bills  and  the  price  of  gold  in  India.  It  may  be  ob- 
served that  when  in  ualeutta  a demand  bill  on  London  produces 
one  rupee  for  each  Is.  8d.,  a sovereign  which  is  of  equal  or  more 
value  to  a traveller,  would  be  worth  12  rupees.  If,  on  another 
occasion,  the  demand  bill  were  at  such  a rate  as  to  give  2s.  6d.  for 
each  rupee,  a sovereign  would  be  only  worth  8 rupees.  In  like 
manner  the  price  of  gold  bullion  which,  subject  to  the  charges 
of  transmission,  represents  English  money,  varies  in  the  Indian 
market  with  the  pi  ice  of  English  money  in  the  shape  of  bills. 

Difficulties  and  Objections. 

57.  The  main  proposals  above  described  were  submitted  for 
approval  two  \ears  ago,  arid  since  then  I have  taken  great 
pains  to  discover  every  objection  which  can  be  fairly 
brought  against  them ; but  none  have  been  adduced  which 
appear  to  be  of  real  importance.  It  is  true  that  innumer- 
able doubts  have  been  suggc'sted  upon  a variety  of  topics 
connected  with  them,  but  they  are  in  most  cases  the 
misgivings  of  persons  imperfectly  acquainted  with  the  princi- 
ples of  monetary  science,  or  of  the  peculiarities  of  the  Indian 
currency  and  exchange. 

Vide  page  41,  paras.  107  to  110. 
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68.  In  regard  to  a number  of  these  objections,  full  explana- 
nations  and  answers  were  printed  in  three  essays,  which  were 
submitted  to  the  Secretary  of  State  in  Council,  and  were 
afterwards  published  by  Mr.  Effingham  Wilson,  of  the  Eoyal 
Exehange, under  the  title  of  “Silver, and  the  Indian  Exchanges.” 
The  object  of  the  publication  was  to  elicit,  as  far  as  possible,  any 
further  objections;  to  which,  and  especially  to  four  by  the  late 
Editor  of  the  “ Economist,”  answers  were  printed  in  a fourth 
and  fifth  essays,  and  submitted  to  the  Secretary  of  State. 
These  were  not  published  ; but  they  may  be  procured  by 
any  gentleman  possessing  the  published  essays,  and  anxious  to 
peruse  them.  On  the  present  occasion,  as  it  would  be  almost 
an  endless  task  to  endeavour  to  remove  all  the  doubts  which 
may  possibly  be  suggested,  I shall  confine  myself  to  a notice  of 
those  only  which  are  likely  to  occur  to  gentlemen  not  unac- 
quainted with  economic  science,  of  which  a brief  explanation 
will  be  given,  whether  they  have  been  answered  before  or  not. 

59.  The  first  explanation  will  have  reference  to  the  doubt  as  to 
the  expediency  of  allowing  rupees  lo  circulate  at  what  is  called 
an  “ artificial*  value ; ” to  which  precedence  will  be  given,  not 
merely  because  it  is  a deeply-rooted  feeling  entertained  by 
many  persons  otherwise  well  informed,  but  because  the  investi- 
gation of  principles  necessary  for  its  elucidation  will  be  of  great 
use  in  the  consideration  of  other  points  requirins  attention.  It 
will  be  shown  that  the  value  of  the  rupees  in  the  home  markets 
will  continue  to  be  as  unquestioned  and  real  as  it  now'  is,  and 
always  has  been ; and,  in  fact,  that  the  measures  proposed 
are  the  only  means  of  preventing  their  value  from  becoming 
degraded. 

2ndly.  It  wdll  be  proved  that  there  is  no  breach  of  faith 
or  injustice  in  the  proposed  measures ; but  tliat,  on  the 
contrary,  the  only  injustice  consists  in  allowing  the  continuance 
of  the  present  state  of  things. 

3rdly.  The  explanation  will  be  afforded  that,  although  a 
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currency  of  gold  coins  is  by  no  means  an  indispensable  aecom 
paniment  of  a gold  standard,  yet  that  by  the  proposed  measures 
India  may  be  supplied  in  that  respect  to  a sujfficient  extent,  to 
the  great  advantage  both  of  her  internal  and  foreign  trade, 
without  producing  the  slightest  alteration  in  the  distribution  of 
the  precious  metals  throughout  the  world. 

4thly.  The  reasons  will  be  stated  necessitating  the  adjust- 
ment of  the  rate  of  exchange  to  two  shillings  per  rupee. 

5thly.  A few  remarks  will  be  madci  respecting  the  dangers 
of  forgery  and  unlawful  coinage. 

60.  Beyond  these  explanations  no  more  will  be  attempted, 
except  a few  brief  remarks  as  to  the  supposed  vast  expense  of 
a change  of  standard,  the  confusion  attending  it,  and  the  losses 
which  it  might  occasion  to  individuals. 


Ox  Artificial  value,  and  the  true  basis  of  value  in 

A CURRENCY. 

61.  This  important  objection  springs  from  a theory  of  the 
value  of  money,  and  its  use  in  exchange,  which  will  be  seen  to 
i-oquire  some  modification  when  closely  investigated.  The 
theory  has  been  stated  as  follows,  “ The  metal  of  every  legal 
currency  does  its  work  as  a commodity,  by  means  of  its  value 
in  the  metal  market.  A sale  for  metallic  money  is  an  exchange 
by  pure  barter  of  two  commodities  of  equal  supposed  value. 
It  is  absolutely  impossible  to  give  any  intelligible  and  conceiv- 
able explanation  of  metallic  currency,  except  upon  the  percep- 
tion of  this  nature  of  the  action  of  money.” 

62.  What  is  wanting  here  is  the  rationale  of  the  process  by 
which  the  two  commodities  are  “ suj>posed  ” to  be  equal  in 
value.  In  other  words,  an  explanation  of  the  way  in  which 
gold  acts  as  a measure  of  the  value  of  other  commodities. 

63.  Here,  it  is  necessary  to  point  out,  that  when  we  speak  of 
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gold  as  the  standard  of  value  in  England,  and  silver  of  that  in 
India,  these  statements,  though  generally  correct  in  the  sense 
understood,  are  not  more  scientifically  exact  than  would  be  the 
assertion  that  the  pendulum  is  the  standard  of  length  in 
England ; which  it  is  in  the  same  sense  and  degree.  It  would 
be  more  precise  to  say  that  it  is  not  gold,  but  the  value  of 
gold  which  is  the  measure  of  other  values. 

64.  We  are  all  aware  that  the  Legislature  has  specified  a cer- 
tain exact  quantity  of  gold  which  is  established  as  the  unit  of  our 
monetary  system,  namely,  the  pound  sterling,  represented  by 
the  sovereign,  containing  123.274  grains  of  standard  fine- 
ness ; but,  then,  the  question  arises.  How  is  the  comparison 
brought  about  between  these  coins  and  commodities  of  all 
kinds  ? How  is  the  price  of  each  article  fixed,  according  to 
the  scale  of  our  currency  ? Or,  in  other  words,  how  is  the 
market  value  of  our  currency  adjusted  to  the  value  of  all  other 
articles  ? 

65.  The  answer  to  this  is,  that  there  is  a constant  struggle 
between  the  buyers  and  sellers  of  commodities,  the  one  to  buy 
as  cheap,  and  the  other  to  sell  as  dear  as  he  can  and  that  the 
value,  and  consequently  the  price  of  any  article,  depends  upon 
the  proportion  of  the  supply  of  it  to  the  effective  demand. 

66.  With  all  freely  produced  commodities  for  which  there  is 

an  effective  demand,  the  competition  of  sellers,  by  constantly 

increasing  the  supply,  lowers  the  price  to  the  cost  of  production, 

plus  a fair  profit.  And  the  value  of  the  instruments  of  exchange, 

or  “ circulating  medium,”  is  fixed  in  like  manner.  There  is 

a constant  and  universal  demand  for  them,  and  a continuous 

supply ; but  it  is  a supply  leading  to  accumulation ; conse- 
quently, the  bulk  of  the  currency  is  always  on  the  increase, 

until,  “ Cietei'is  paribus, its  proportion  to  the  demand  becomes 


* Macleod’s  principles  of  Economical  Philosophy,  Vol.  I.,  p.  647. 


so  large,  and  its  value,  compared  with  commodities,  so  small, 
that  it  fails  to  afford  the  necessary  moderate  profit ; and  it, 
accordingly,  ceases  to  he  supplied ; the  gold  on  which  it  is  based 
being  carried  elsewhere. 

67. 1 insert  the  words  “ ccsteris  paribus,^'  in  order  to  intercept 
the  objection  that  it  is  not  merely  the  bulk  of  the  currency 
which  affects  prices,  but  also  many  other  things;  which  is 
quite  true ; but,  although  the  latter  may  modify  the  action, 
they  do  not  invalidate  the  principles  referred  to. 

68.  One  main  principle  is,  that  when  the  cost  of  procuring 
the  circulating  medium  of  a nation  is  so  great  as  to  leave  little 
or  no  profit  to  the  parties  who  would  otherwise  supply  it,  the 
currency  may  be  said  to  be,  for  the  time,  saturated  \ ” and, 
apart  from  disturbing  causes,  prices  would  be  steady  at  the 
pates  established. 

69.  In  like  manner,  when  the  precious  metals  are  poured  into 
ill  the  markets  of  the  world,  they  accumulate  till  the  rise  of 
prices  forbids  their  further  production.  In  regard  to  particular 
countries,  the  stream  of  supply  from  the  mines  ceases  as  soon 
is  prices  in  general  have  risen  so  high  that  the  labour  and 
capital  necessary  to  produce  the  precious  metal  to  pay  for  the 
currency,  and  by  means  of  it  for  commodities,  is  equal  to  that 
required  to  procure  the  commodities  themselves,  or  to  pay  for 
them  elsewhere.  In  Great  Britain,  for  example,  the  value  of  our 
currency  in  exchange  for  commodities  depends  upon,  and  is  regu- 
lated by  the  expense  of  procuring  the  gold  necessary  to  obtain 
the  sovereign.  It  is  a self-acting  operation,  automatically 
regulating  prices,  or,  in  other  wmrds,  the  value  of  the  currency. 

70.  It  is  important  to  notice,  that  it  is  not  in  reality  essential 
to  the  local  value  that  the  gold  should  be  put  into  the  sove- 
reigns. They  would  be  worth  the  same,  and  settle  down  with  the 
same  tariff  of  prices,  so  long  as  it  required  the  sacrifice  of  the  same 
quantity  of  gold  to  procure  the  pound  sterling,  whether  the 


sovereigns  contained  it  or  not.  If  the  coins  were  merely  inimi- 
table tokens  made  of  somewhat  inferior  metal,  provided  they 
could  not  be  procured  by  any  possibility  at  a cheaper  rate  than  by 
the  sacrifice  of  the  full  quantity  of  gold,  they  would  accumulate 
to  the  same  point  of  “ saturation,”*  establish  the  same  prices, 
and  be  of  the  same  value  in  exchange,  icithin  this  country  where 
they  are  legal  tender,  as  the  true  sovereigns. 

71.  I must  here  mention  that  througliout  this  paper  I endea- 
vour to  avoid  repetition  by  not  adverting  at  al],  except  in  answer 
to  an  objection  on  that  ground,  to  the  risks  of  forgery  and  frau- 
dulent coinage.!  They  are,  to  a certain  extent,  serious,  and 
deserving  of  attention ; but  the  difficulty  is  one  of  practical 
administration,  not  of  theoretical  discussion  ; and  it  would  cause 
a perpetual  interruption  to  be  obliged  to  notice  them  in  every 
case. 

72.  The  point  which  I am  anxious  to  insist  wgon7iow  is,  that 
a legal  tender  currency,  entering  into  the  home  market  with 
commodities,  has  the  same  basis  of  local  value  in  exchansre  that 
the  commodities  have,  namely  the  cost  of  production,  irrespec- 
tive of  the  value  of  the  materials  of  which  it  may  be  composed,  of 
which  value,  indeed,  the  public  know  little  or  nothing ; and  this  a 
value  quite  as  real  as  that  of  any  commodity ; the  currency 
being  assumed  to  have  arrived  at  the  point  of  “ saturation  ” as 
above  explained;  the  instruments  of  exchange  being  supplied  at 
a minimum  of  profit,  and  commodities  at  such  prices  as  they 
command,  subject  to  competition.  Stated  in  other  words,  the 
proposition  is,  that  a legal  tender  currency  has  a value  in  ex- 
change which  is  not  necessarily  identical  with  the  value  of  the 
materials  of  which  it  is  composed,  but  which  is  based  on  the 
necessity,  in  the  present  day,  for  the  use  of  money,  and  the 
amount  of  sacrifice  unavoidable  to  procure  it. 

Vide  para.  68  supra. 

t See  page  42,  paras.  Ill  and  112;  also  Essay  V.  Vide  para.  58. 
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73.  In  the  above  remarks  I except  the  case  of  a redun- 
dancy of  the  circulating  medium,  to  which  every  kind  of  cur- 
]'ency  is  liable;  and  which,  in  an  old  established  country  like 
! England,  subject  to  the  vicissitudes  of  an  extensive  commerce, 
might  undoubtedly  take  place,  were  it  not  protected  by  the 
{ elf-acting  remedy  instantly  brought  into  play  when  part  of  the 

< urrency  consists  of  full  valued  gold  coins,  by  their  being  melted 
{ ,nd  sent  abroad.  Such  a congestion  of  the  currency,  however, 
( ould  not  take  place  in  India  for  the  next  b^lf  century,  for  her 

< urrency  never  ceases  to  require  constant  and  large  additions  ; 
j.nd  the  rapid  development  of  her  commerce,  by  the  measures 
now  being  taken  to  extend  and  open  up  her  communications, 
cannot  fail  to  cause  its  prodigious  expansion,  and  further  in- 
( reased  demands  for  circulating  medium,  as  time  rolls  on. 

74.  When  the  currency  is  based  on  gold,  and  there  are  no  gold 

< oins,  the  remedy  for  congestion  is  that  pointed  out  by  the  late 
] dr.  Hicardo,  namely,  the  purchase  and  export  of  gold  bullion 
Ilut,  as  I have  shown  in  another  part  of  this  paper,*  if  a gold 
f tandard  were  adopted  for  India,  and  the  mints  open  for  its 

< oinage,  there  could  not  fail  to  be  an  ahmndance  of  gold  coins 
lor  such  a purpose,  besides  an  enormous  stock  of  gold  bullion; 
fhould  it  by  any  possibility  be  required,  under  any  circum- 
i tances. 

75.  When  persons  speak  of  “ artificial  value,”  they  confound 
the  value  of  the  currency  with  the  value  of  the  material  of 
^ v’hich  it  is  composed ; and  when  they  scout  the  very  idea  of 
using  token  coins  as  the  currency  of  a country,  they  have  in 
1 heir  minds  the  well  known  dangers  of  depreciation  of  notes 
issued  “ ad  libitum  ” or  without  a proper  fixed  limit;  and  for- 
I jet  the  essential  difiFerence  of  a currency  based  on  gold,  and 
i ssued  only  and  exclusively  in  exchange  for  it. 

76.  From  the  foregoing  it  wiU  be  perceived  that  the  value  of  a 

* Vide  pages  37  to  41. 
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currency  in  the  home  market  is  regulated,  like  that  of  all  other 
articles,  by  the  demand  and  supply ; and  that  it  is  limited  and 
fixed  by  the  cost  of  production  of  the  commodity  given  for  the 
currency,  whether  the  latter  perform  its  functions  and  circulate 
from  hand  to  hand  in  the  shape  of  full  weight  coins,  or  of  more 
or  less  weighty  tokens.  Even  full  weight  coins,  within  the 
limits  of  the  country  where  they  circulate  as  legal  tender,  do 
not  do  so  altogether  as  commodities,  but  more  as  tokens  repre- 
senting values  acoteding  to  the  tariff  of  prices,  whatever  their 
own  individual  worth  may  be  outside  their  legal  sphere. 
Rupees  in  India  have  always  circulated  at  a value  2^  per  cent., 
and  are  now  (January,  1878)  at  12  per  cent,  above  their 
metallic  worth ; and  the  same  is  true,  to  a small  extent,  even 
in  regard  to  sovereigns  in  England,  which  circulate  somewhat 
above  their  reputed,  and  still  more  above  their  metallic  worth . 

77.  To  return  to  the  method  of  comparing  the  value  of  the  cur- 
rency with  goods,  we  may  say  that,  although  it  is  quite  true  that 
in  nsaking  a purchase  for  money  we  do  virtually  barter  gold 
or  a legal  claim  to  gold  for  the  article  bought ; and  in  uncivilised 
countries  the  actual  and  bodily  transfer  of  the  precious  metal 
is  the  whole  history  and  rationale  of  the  transaction ; yet  in 
England,  at  the  present  time,  it  is  hardly  correct  to  say  ihat 
when  a man  engages  to  pay  so  many  pounds  sterling  he 
“ barters  ” so  much  gold,  as  a commodity,  against  goods.  There 
is  not  one  man  in  a hundred  who  knows  how  many  grains  of 
gold  constitute  a pound  sterling,  or  what  the  cost  of  gold 
is  per  ounce,  or  what  the  value  of  the  ounce  is,  as  comj>ared  with 
commodities.  Erom  my  point  of  view,  it  seems  to  be  absurd  to 
say  that  a young  lady  purchasing  a dress  “barters”  the  gold 
contained  in  her  sovereigns  against  the  articles  she  buys,  when 
neither  she  nor  the  shopkeeper  has  the  least  knowdedge  of  the 
value  of  gold,  nor  of  the  sovereign ; except  as  being  the  “ pound 
sterling”  of  the  currency,  whose  relation  to  the  tariff  of  prices 
they  are  both  familiar  with. 


T8.  It  may,  iadeed,  perhaps  be  said  that,  in  England  at  all 
events,  most  people  do  know  the  value  of  gold,  and  that  it  has  a 
precise  value  of  £3. 17s.  9d.  per  standard  ounee.  This,  however, 
is  n mistake — £3.  I7s.  9d.  is  not  the  value,  but  the  price  of 
go!  d.  It,  in  fact,  indicates  not  the  value  of  gold,  but  the  value 
of  our  currency,  and  shows  that  933  pence  of  the  currency 
an  of  the  same  value  as  one  ounce  of  standard  gold,  whatever 
thi  t may  he. 

79.  It  may  perhaps  be  said  all  this  is  very  ftue,  and,  confining 
on  ‘selves  strictly  within  the  limits  to  which  the  legal  tender 
ap  )lies,  it  may  indeed  be  the  fact  that  even  a system  of  counters 
wo  uld  be  of  the  same  use  as  coins  of  metallic  value ; but  the 
qu  3stion  is,  what  then  becomes  of  the  external  trade  ? and  how 
is  it  possible  to  expect  that  foreigners  will  give  their  goods 
in  3xchange  for  tokens  of  no  use  whatever  to  them  ? 

110.  This  objection  would  be  completely  met  if  the  tokens 
we:e  by  law  exchangeable  at  the  mint  for  gold  bullion 
at  par,  for  export;  but,  independently  of  this,  the  answer 
is,  that  even  mere  tokens,  if  founded  on  a specific  basis 
of  gold,  and  not  redundant,  are  as  valuable,  locally,  as 
notes  payable  on  demand,  based  on  the  same  gold.  This 
may  no  doubt  be  hotly  disputed,  but  if  the  conditions  of  the 
cas  e be  fully  considered,  it  will  be  seen  to  be  correct.  The  hy- 
poi  hesis  is  that  the  tokens  are  procurable  in  no  other  way  except 
by  the  surrender  of  the  full  value  of  gold,  and  it  is  evi- 
dent they  will  be  supplied  only  so  long  as  it  pays  to  do  so. 
In  other  words,  the  tokens  will  be  su])plied  only  so  long 
as  they  w^ill  purchase  in  the  market  the  full  equivalent 
of  the  cost  paid  for  them,  in  all  articles,  including  gold 
bullion;  and  there  is  no  subsequent  redundancy.  Conse- 
quently, the  price  of  gold  must  be  the  same  as  that  paid  lor 
the  tokens,  and  they  may  at  any  time  be  exchanged  for  gold 
bullion  at  par.  This  remark  would  apply  even  to  paper  notes 


issued  on  deposit  of  gold ; and  “ a fortiori  ” to  rupees  issued 
only  for  full  value  of  gold,  and  besides  that,  containing  nine- 
tenths  of  that  value  in  silver.* 

81.  The  above  remarks  are  intended  to  meet  the  objection 
which  might  be  raised  against  using  “tokens  ” as  the  sole  cur- 
rency of  a country,  without  any  assistance  from  a dominant 
gold  coinage ; but,  as  I have  just  stated,  and  shall  presently 
show  more  fully,f  there  would  certainly  be  no  want  of  a 
sufficient  gold  currency  in  India,  under  my  plan ; and  that 
without  the  slightest  disturbance  of  the  present  and  future  dis- 
tribution of  tlie  precious  metals  throughout  the  world. 


On  Breach  op  Eaith,  and  Alleged  Injustice  to  the 

Natives  op  India. 

82.  In  the  former  part  of  this  paper  the  endeavour  is  made  to 
establish  the  principle  that  the  currency  of  a country  does  not 

* The  principle  above  contended  for  is  not  unimportant,  for  it  follows  from 
it  that,  were  it  not  for  the  sentimental  prejudice  which  prevents  the  use  in 
England  of  bank  notes  inconvertible  except  into  bullion  for  export,  and  if  the 
nation  could  be  persuaded  to  forego  the  use  of  a gold  currency  for  sixty  or  seventy 
3 ears,  the  capital  released  by  that  sacrifice,  after  setting  aside  an  ample  reserve 
of  bxiUion  for  export,  would  redeem  a very  considerable  part  of  our  national 
debt,  without  a farthing’s  expense  to  any  one,  or  the  least  disturbance  of  the 
home  tariff  of  prices  and  the  foreign  exchanges.  It  is  worthy  of  consideration 
■w  hether  the  removal  of  such  a burthen  from  the  springs  of  our  industry  would 
not  be  of  considerable  importance  hereafter  in  the  life  and  death  struggle  in 
which  we  shall  compete  with  the  manufactures  of  foreign  nations.  The  same 
principle  also  leads  to  a solution  of  the  “ Double  Standard  ” problem;  because 
it  shows  that  a silver  currency,  purchased  only  by  gold,  may  be  of  identical 
value  in  the  local  market  with  a gold  currency. — Tide  note  page  46. 

t Vide  pages  37  to  41. 
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measure  values  in  the  way  generally  suppostd,  namely,  by 
comparison  of  the  actual  intrinsic  worth  of  the  individual  cur- 
rent instruments  of  exchange,  if  they  are  “ legal  tender,”  hut 
in  a different  way  altogether;  namely,  by  the  abundance  or 
scareity  of  them,  in  eoraparison  with  the  demand  ; the  supply 
being  limited  by  the  cost  of  tlieir  production,  and  the  value  of 
the  currency  being  shown  by  the  scale  of  prices,  which  it  in- 
sensibly establishes.  Hence,  tlie  circulating  medium  might  be 
preserved  at  an  uniform  value,  depending  upon  the  cost 
necessary  to  procure  it,  as  indicated  by  the  scale  of  prices, 
although  the  individual  pieces  were  in  reality  more  or  less 
defective  in  metallic  value  ; and  if  the  cost  of  procuring  the 
currency  were  maintained  uniform,  the  value  of  the  currency 
and  the  scale  of  prices  would  be  uniform  also ; consequently 
the  mere  material  of  which  the  currency  is  formed  is, 
comparatively,  of  no  importance,  and  there  cuuld  be  no  breach 
of  faith  in  changing  it.  It  may  be  stated,  too,  that  a large 
part  of  the  Indian  currency  is  at  present  annually  procured  by 
the  delivery  of  gold  in  the  purchase  of  bills,  and  a much  smaller 
part  by  the  delivery  of  silver.  The  proportions  are  varied 
according  to  circumstances,  but  as  the  purchases  made  of  the 
currency  are  at  the  same  cost,  wdiether  by  silver  or  gold, 
it  is  obviously  immaterial  to  the  public  which  mode  of 
admission  is  made  use  of.  Besides  which,  if  there  be  any  breach 
of  faith  in  the  matter,  it  might  have  been  asserted  long  ago. 
The  truth  is,  that  if  the  eost  of  procuring  the  rupees  be  kept 
strictly  unchanged,  no  injury  or  breach  of  faith  could  be  per- 
petrated, but,  on  the  contrary,  great  benefit  gained  by  the 
mercantile  community;  the  payment  for  them  being  made 
always  by  one  metal  at  a fixed  rate,  instead  of  by  two  metals 
alternately,  at  varying  rates. 

83.  On  this  subject  the  late  Lord  Sandhurst,  then  Sir  W. 
Mansfield,  wrote  in  his  Minute  of  the  8th  March,  1864 “ If, 
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on  the  contrary,  the  convenience  of  the  community  be  increased 
by  a change  in  the  currency  machinery,  as  caused  by  a superior 
portability  and  economy,  it  is  indeed  idle  to  maintain  that  there 
is  even  a semblance  of  breach  of  faith  with  the  public  creditor.” 
The  following  remark  wuis  also  made  by  the  late  Mr.  G. 
Arbuthnot,  of  Her  Majesty’s  Treasury,  who  was  consulted  upon 
this  question  : — “ And  it  would  be  a pedantic  subserviency  to 
regulation  to  maintain  that  a debt  contracted  for  a payment  in 
silver  should  never  be  discharged  by  its  equivalent  at  any  given 
period  in  gold.”  Dr.  Nassau  Lees,  also,  in  his  “ Drain  of  Silver 
to  the  East,”  writes  as  follows  “ It  would  be  absurd  and 
ridiculous  to  lay  it  down  as  a maxim,  that  governments  who 
considered  it  wise  to  maintain  a single  standard  could  not, 
however  beneficial  it  might  be  to  the  country  and  the  people, 
change  that  standard  without  being  accused  of  an  intention  to 
defraud  their  creditors  and  to  break  faith  with  the  public.” 


84.  I will  now  proceed  to  consider  the  question  as  to  the 
injustice  done  to  the  natives  of  India,  by  the  rectification 
of  the  currency  and  preserving  to  rupees,  as  tokens,  a value  in  ex- 
change superior  to  their  metallic  value  in  t he  markets  of  the 
world.  Gentlemen  who  make  this  objection  sometimes  say  that 
the  Government  of  India  have  solemnly  declared  by  legislative 
enactment  that  the  Indian  rupee  shall  consist  of  165  grains  of 
pure  silver  and  15  grains  of  alloy,  and  that  to  change  the  stan- 
dard, and  declare  that  the  rupee  shall  consist  of  any  given 
quantity  of  gold,  is  to  inflict  a hardship  and  grievance  not  to  be 
spoken  of.  The  mistake  here  lies  in  the  supposition  that  to 
chanc:e  the  standard  from  silver  to  gold  would  require  tfiat  all 
payments  should  henceforth  be  made  in  gold.  But  this  is  not 
the  case  ; all  that  is  necessary  is  that  the  payments  sliould  be 
made  in  a currency  regulated  in  value  by  gold.  It  is  forgotten 


hat  according  to  the  proposal,  the  rupee  will  still  be  constituted 
)recisely  as  at  present,  according  to  law ; that  there  will  not  be 
he  slightest  change  in  it,  and  that  a creditor  who  claims  a debt 
)t  1,000  rupees,  will  receive  precisely  as  many  grains  of  silver 
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ns  lie  would  under  existing  arrangements  ; and  these  too  of 
lliei]‘full  present  value,  in  exchange  for  commodities,  instead  of 
depiL'ciated  rupees,  which  he  will  be  compelled  to  take  if  the 
pro]  osed  plans  be  not  adopted. 

S,K  But,  it  is  urged,  a man  has  made  a contract  to  pay,  and 
anoi  her  to  receive  so  many  grains  of  silver.  Both  have  equally 
a"r(  ed  to  take  their  chance  of  a rise  or  fall  in  the  value  of  the 
metil,  and  now  that  it  has  very  decidedly  changed  in  favour  of 
one  of  them,  you  (the  government)  step  in  to  prevent  his  gain- 
ing the  advantage,  and  thereby  do  him  a great  injury  and 
inji  stice. 

86.  This  complaint  is  founded  on  a misconception  which  it  is 
ver  important  to  clear  up.  ’BTien  it  is  said  a man  makes 
a b irgain,  of  rupees,  to  receive  so  many  times  165  grains  of 
pure  silver,  the  statement  ajipears  to  me  to  be  a mistake  as 
to  lact.  There  is  not  one  man  in  a hundred  who  knows  when  he 
ma  vcs  a contract  in  rupees,  how  many  grains  of  silver  he  has  to 


ree  nve  for  each  rupee.  If  it  be  true,  as  I venture  to  assert, 
that  in  ninety-nine  cases  out  of  a hundred,  parties  entering 
int ) contracts  expressed  in  rupees  do  so,  estimating  them  not 
by  their  weight  and  value  as  metal,  but  as  factors  in  the 
scale  of  prices,  and  trusting  that  they  will  continue  to  hold 
the  same  place  in  that  scale  at  the  end  as  at  the  beginning 
of  their  contract;  then  I would  ask  whether,  as  a mere 
metterof  justice,  it  is  proper  that  the  Government,  the  only 
power  competent  and  capable  of  preventing  the  wrong,  should 
stand  by  and  allow  one  party  to  make  a profit  he  has  not 
eai  ned,  and  the  other  to  incur  a loss  he  has  not  deserved, 
to  the  ruin  and  confusicn  of  all  legitimate  trade,  on  the 
ground  that  it  w'ould  be  improper  to  interfere. 

57.  It  is  sometimes  put,  that  it  would  be  improper  for  the 
Gevernment  to  interfere  so  as  to  prevent  the  ryot  from  ob- 
taiaing  the  extra  price  for  his  goods,  which,  by  exporting 
thisni  to  Europe  in  the  existing  state  of  things  he  is  now 
ab  .e  to  do.  But  this  opinion  is  founded  upon  a mistake. 
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88.  The  reports  of  the  Bengal  and  Bombay  Chambers  of 
Commerce,  show  that  up  to  March,  1877,  there  was  no 
material  rise  in  the  prices  paid  to  the  producers.  They  state 
that  profits  were,  indeed,  made  in  consequence  of  the  abnormal 
state  of  the  exchanges  by  middlemen,  whose  gains,  I may 
remark,  though  in  the  present  state  of  the  law,  by  no  means 
illegal  or  improper,  are  nevertheless  exactly  similar  in  kind  to 
those  of  persons  issuing  debased  coins.  The  present  law 
enables  any  one  to  take  cheap  silver  to  the  mint,  to  have  it 
coined,  and  to  deluge  the  currency  with  rupees  cheaper  than 
those  now  in  circulation.  A process  which  they  may  continue 
for  years,  unless  stopped,  until  the  whole  currency  is  depre- 
ciated to  the  lower  level.  To  sanction  this  process  by  non- 
interference is  to  sanction  the  degradation  of  the  currency, 
and  loss  to  the  holders  of  it  of  the  value  of  166  millions  sterling  ; 
besides  injury  to  the  rupee  creditors  of  the  Government  in  the 
same  proportion.  It  must  be  added,  that  it  is  only  when  it 
has  been  so  degraded  that  the  ryot  will  receive  an  extra  price 
for  his  produce  ; and  when  he  does  so,  his  extra  price,  though 
nominally  greater,  will  have  no  more  purchasing  power  than 
the  smaller  one. 

89.  It  cannot  surely  be  claimed  as  a matter  of  “justice”  that 
the  universal  desire  of  the  wTiole  native  population  of  India  for 
the  restoration  of  the  gold  currency*  should  be  refused  ; or  that 
they  should  be  denied  the  incalculable  advantage,  in  an  urgent 
monetary  crisis,  of  the  power  to  turn  to  immediate  account  the 
150  millions  sterling  worth  of  gold  bullion  and  coins  now  lying 
dormant  and  incapable  of  ready  use,  besides  being  subject  to 
heavy  risks  from  the  constant  fluctuations  of  its  market  value 

90.  Justice  can  never  be  infringed  by  doing  one’s  duty 

* The  following  extract  is  from  the  24th  paragraph  of  the  Eepovt  of  the 
Commission  appointed  to  enquire  into  the  subject.  Ordered  by  the  House  ol 
Commons  to  be  printed  16th  March,  1868.  “4th.  That  the  demand  for  gold 

curroiK-y  is  unanimous  throughout  the  country.” 


36 


Ii:  may  be,  by  neglecting  it.  It  is  impossible  that  any 
other  power,  except  the  Government,  could  interfere  to 
present  the  terrible  losses  and  misfortunes  which  have 
occurred  within  the  last  few  years,  owing  to  the  lamentable 
imlLtncss  of  silver  to  be  the  standard  of  value  to  a country 
ha\iiig  the  vast,  and  daily  increasing  commercial  transactions 
Inc  ia  now  has  with  Europe,  and  England  the  settling  mart 
of  the  world.  Upon  no  one,  therefore,  does  the  responsibility 
res  , but  upon  the  Government  of  India;  and  to  neglect  it 
camiot  be  spoken  of  as  an  act  jmiice,  but  the  contrary. 

fl.  The  following  extract  from  an  article  in  the  Calcutta 
He  new,  Xo.  125,  of  July,  1876,  page  78,  illustrates  the  injustice 
of  the  inaction  of  the  Government,  from  another  point  of  view. 

For  tliis  loss  to  the  country,  the  Government,  which  gives  the  exporter 
^art ' hlanche  to  have  his  silver  stamped  with  what  has  become  an  artificial 
vail  e,  without  exacting  from  him  any  equivalent  for  the  addition,  is 
resj  onsible, 

“ Now,  it  must  strike  most  persons  as  a very  serious  question,  Avhether,  on 
grounds  of  puldic  justice,  the  Government  is  not  thus  guilty  of  a grave  wrong. 
The  rupee  having,  by  an  accident,  been  rendered  miujh  more  valuable  than  the 
Bilv  T contained  in  it  would  be  without  the  Government  stamji,  that  Govern- 
mei  t stamp  becomes,  ipso  facto^  a trust  held  by  the  Government  on  behalf  of 
the  people,  which  trust  it  is  virtually  robbery  of  the  people  to  betray.  It  has 
bec<  line,  in  effect,  an  order  for  the  surrender  of  a certain  amount  of  produce 
wit]  tout  any  equivalent  return  ; and  to  give  away  that  order  to  any  one  for 
the  asking,  is  simply  to  give  him  a license  to  plunder  the  people  to  whom  the 
orduris  addressed. '' 

1)2.  It  is  stated  by  way  of  excuse,  that  matters,  if  left  alone, 
will  right  themselves  in  due  time;  and  this  was  predicted  by 
hiUi  authority  as  tlie  result  of  the  action  of  economic  laws. 
Th  s may  or  may  not  be  the  case;  but  if  it  were,  it  would  be 
noi  by  the  operation  of  ecomomic  laws,  bat  by  the  legislative 
action  of  foreign  nations. 

1)3.  But  even  admitting  this  were  likely  to  occur,  it  would 
no  i in  the  least  degree  remove  the  inherent  evil  and  mischief 
wl:  ich  has  been  the  cause  of  all  the  misfortune  and  ruin  we  have 
wi  nessed ; namely,  the  difference  of  the  standards  of  value  of 
Er  gland  and  India,  coupled  with  the  uncontrolled  use  of  the 
In  lian  mints ; and  although  its  effects  may  perhaps  be  some- 


what abated  for  a time,  owing  to  the  recent  legislation  of  the 
American  Congress,  yet  the  causes  still  remain,  keeping 
the  exchange  the  constant  sport  of  events,  and  ready  to 
reproduce  all  the  distress  and  misery  on  the  first  0(  casion. 
It  is  impossible,  however,  that  India  can  be  kept  very  long 
without  a gold  standard  and  curreney ; and  to  lose  the 
present  very  exceptional  opportunity  of  initiating  that  most 
important  change,  and  at  the  same  time  of  removing  the 
flagrant  evil  of  the  different  standards,  when  it  can  be  done 
without  loss  or  disturbance,  would  be  a folly  and  an  injustice 
to  our  fellow  subjects  of  the  Indian  EmjDire  which  history  will 
not  fail  to  notice  with  wonder  and  disappointment. 

As  TO  INTERFERENCE  WITH  THE  NATURAL  DISTRIBUTION  OF 

THE  Precious  Metals. 

91.  It  has  been  said  that  as  there  is  only  a certain  amount  of 
gold  and  silver  produced  in  the  world,  and  as  the  adoption  of  a 
gold  currency  in  India  would  to  a certain  extent  take  from  the 
general  supply  of  gold,  and  thus  tend  to  increase  its  value,  and 
diminish  that  of  silver,  it  would  be  an  impolitic  proceeding 
for  a Government  whose  revenues  are  paid  in  silver  to  lend 
itself  to  measures  which  would  have  the  effect  of  seriously 
impairing  its  value. 

95.  This  is  a very  natural  misgiving  on  the  part  of  a Statesman 
responsible  for  the  safety  of  the  Indian  income ; but  the  case 
may  be  stated  with  equal  or  more  truth,  so  as  to  lead  to  a 
very  different,  and  indeed,  opposite  conclusion. 

96.  In  the  first  place  it  may  be  observed,  that  the  Indian 
revenues  were  originally  fixed,  and  are  now  payable  in 
“rupees”  of  a certain  definite  value,  and  that  tliat  value  is 
threatened  with  a very  heavy  decline.  That,  instead  of  its 
being  impolitic  to  adopt  the  measures  proposed,  which  are  de- 
signed to  securely  fix  and  maintain  the  present  purchasing 
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power  of  the  rupees,  it  would  he  in  every  respect  unwise  to 
run  the  risk  of  their  permanent  degradation;  and,  besides 
this,  that  the  premises  of  the  objection  are  untrue,  for  that  the 
m easures  proposed  would  in  no  respect  cause  any  special  ab- 
straction from  the  supplies  of  gold  to  the  rest  of  the  world 
bi  it,  if  properly  carried  out,  would  produce  not  the  slightest 
iiterference  with  the  ordinary  distribution  of  the  precious 
n etals. 

97.  As  this  point  is  of  importance,  and,  prima  facie,  may 
a )pearto  be  incompatible  with  the  provision  of  a gold  currency 
for  India,  it  is  necessary  to  remind  you  that,  as  before  shewn,  a 
g )ld  currency  is  not  an  indispensable  accompaniment  of  a gold 
b1  andard,  and  that  tokens  purchasable  only  with  gold  would  be 
si  eadily  worth  in  the  local  market  the  gold  paid  for  them  ; so  that, 
e”"en  if  the  mints  were  not  allowed  to  receive  and  coin  gold  to 
n.eetthe  constant  necessary  increase  of  the  currency;  but  if  this 
w ere  effected  by  the  coinage  of  silver,  as  at  present,  on  account 

0 ■ merchants,  but  through  the  agency  of  the  Government,  at  a 
fi  sed  gold  price ; all  the  advantages  of  an  absolute  steadiness 
0 : the  exchange,  and  maintenance  of  the  full  value  of  the  rupee 
V ould  be  secured,  although  the  automatic  introduction  of  the 
gold  coins  might  be  suspended. 

98.  But  in  the  mean  time  we  have  to  consider  whether  the 
g old  bullion  and  native  and  foreign  gold  pieces  already  in  store  in 

1 udia  would  not  be  largely  brought  to  the  mints  for  conversion 
into  coins,  if  the  latter  were  recognised  by  law,  and  available 
as  legal  tender  for  the  payment  of  debts.  Ten  years  ago,  Colonel 
Ballard,  mint  master  of  Her  Majesty’s  mint,  Bombay,  reckoned 
t be  quantity  of  gold  bullion  in  India  at  120  millions  sterling ; and 
t be  quantity  absorbed  since  then,  that  is,  the  excess  of  imports 
c ver  exports,  has  been  considerably  more  than  four  millions  ster- 
1 ng  per  annum.  Hence  the  quantity  of  gold  now  in  India  may 
1 e moderately  estimated  at  150  or  160  millions  sterling ; and  by 
■^ray  of  showing  the  certainty  of  a large  proportion  being  brought 


to  the  mints  for  coinage,  the  following  passages  from  some  re- 
marks published  by  Colonel  Ballard  in  1868  may  be  quoted  : — 

99.  “ Tliis  gold  should  at  least  form  a reserve  in  a monetaiy  crisis ; but  it  is 
just  at  the  time  of  a monetary  crisis  that  it  becomes  useless,  because  it  is 
neither  money,  nor  available  for  conversion  into  money  at  the  mints.  Sove- 
reigns and  gold  bars  are  used  in  many  districts  for  circulation  and  to  adjust 
accounts ; this  ansivers  tvoll  in  easy  times.  If  the  ou^iier  of  gold  requires 
money,  he  can  sell  it  for  rupees.  But  the  more  a district  lias  trusted  to  gold 
as  a circulating  medium,  the  more  severe  will  be  the  effects  of  a monetai-y 
crisis.  Then  every  one  desires  to  sell  his  gold,  and  linds  that  there  are  no 
buyei’s.  In  almost  all  other  countries  the  gold  could  be  readily  turned  into 
money  at  the  mint.  In  India  this  resource  is  not  available.” 

100.  “ In  1865  (and  on  other  occasions)  when  the  rate  of  interest  was  ten  to 
fifteen  percent.,  and  exchange  more  than  ten  per  cent,  above  par,  there  must 
have  been  a store  of  gold  amounting  to  at  least  three,  perhaps  to  six,  millions 
sterling,  available  for  coinage  within  a two  days’  journey  from  the  Mint,  where 
it  could  have  been  coined  in  a week.  I am  not  speaking  of  gold  ornaments,  but 
of  sovereigns  and  gold  bars,  and  hoarded  gold,  held  as  a reserve  of  wealth 
which  would  immediately  have  been  brought  out  to  take  advantage  of  the  high 
value  of  money,  and  have  given  great  relief  to  commerce  by  rediici'.’.g  the  rates 
of  interest  and  exchange.  The  monthly  imports  of  gold  sometimes  reach  half- 
a-million  sterling,  and  when  money  is  scarce,  could  be  disposed  of  to  tho 
greatest  advantage  by  being  passed  through  the  Mint.” 

101.  With  so  lai-oje  an  amount  as  150  or  160  millions  valtio 
already  in  India,  and  comparatively  useless,  as  shown  by  Colonel, 
now  General,  Ballard,  it  cannot  snrely  be  an  exaggerated 
expectation  to  assume  that  a proportion  of  this  to  the  amount 
of,  say  30  or  40  millions,  would  certainly  be  coined  ; more  es- 
pecially if  the  present  high  charge  of  twenty  shillings  for  every 
hundred  pieces,  be  reduced,  as  proposed,  to  3s.  4d.  In  addition 
to  the  gold  coins  so  obtained,  there  would  be  the  very  large 
number  of  sovereigns  already  circulating  in  India,  which  have 
been  officially  estimated  to  be  as  many  as  ten  millions. 

102.  In  tho  present  circumstances  of  India,  and  considering 
how  very  large  a proportion  of  the  transactions  are  on  a very 
small  scale,  it  appears  likely  that  a gold  curreney  of  30  or  40 
millions  of  10  rupees  pieces  may  be  as  many  as  would  be 
required  for  the  convenience  of  trade  ; but  in  addition  to  this 
there  is  the  annual  supply  of  gold  absorbed  by  the  country, 
over  and  above,  and  quite  independent  of  the  balance  of  trade 
paid  in  silver ; which  gold,  whether  coined  or  not,  must  neces- 
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s,  irily  bo  absorbed  by  India,  according  to  the  existing  state  of 
t]  lings ; and  which  it  is  next  to  a certainty  will  be  carried  to  the 
]V  [int.  This  increasing  supply  of  gold  is  the  index  and  effect  of 
t]  le  growing  prosperity  of  the  country ; and  as  lately  remarked  by 
Professor  Jevons,  “To  attempt  to  arrest  progressive  changes  of 
tl  is  kind,  is  vain  striving  against  Providence.”  The  following 

statement  shows  conclusively  its  necessary  continuance,  and 
it ; certain  increase. 


103.  In  the  eight  years  from  1835-6  to  1842-3,  the  total 

al  sorption  of  gold  by  India  was* £2,180,176 

Ir  the  10  years  from  1842-3  to  1852-3  £9,606,283 

do.  1852-3  to  1862-3  34,149,102 

Do.  do.  1862-3  to  1872-3  52,403,967 


Total  in  38  years  £98,339,528 

104.  The  above  represents  the  amount  of  gold  which,  whether 
wc  will  or  not  comes  into  India,  and  will  continue  to  do  so, 
qu  ite  irrespective  of  any  alteration  io.  our  currency  arrange- 
ments ; and  few  who  examine  it  with  attention  will  doubt  that 
wi  :h  a basis  however  small  to  begin  with,  India  would  in  the 


course  of  a few  years  have  as  large  a supply  of  gold  coins  as  she 
could  have  any  occasion  for,  without  any  alteration  whatever  of 

th(!  existing,  so  to  say,  natural  distribution  of  the  precious 
m(  tals. 


L05.  But  it  may  be  necessary  to  shew,  not  only  as  above  that 
th(  1 required  gold  currency  for  India  may  be  procured  without 
an,  j alteration  of  the  existing  distribution  of  the  precious  metals 
thjoughout  the  various  countries  of  the  world,  but  also  that  it 
cei  tainly  will  be  so  supplied.  Or  rather,  if  it  should  be  thought 
of  importance  to  prevent  the  possibility  of  such  interference, 
to  enquire  what  measures  can  be  taken  to  provide  that  it 
does  not  take  place  in  the  slightest  degree. 

■ l06.  The  answer  to  this  question  is  that  the  tendering  of  gold 

* Miscellaneous  Statistics  relating  to  tlie  Finances  of  British  India 
for  1875,  Account.  No.  93. 
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to  the  mints,  and  the  choice  between  Council  bills  and  gold 
as  means  of  procuring  rupees,  wholly  depends  upon  the 
price  at  which  the  former  can  be  obtained.  The  additions  to 
the  Indian  currency  are  almost  wholly  made  by  the  banks, 
and  a few  of  the  wealthiest  merchants,  and  the  object  invari- 
ably is  to  obtain  the  currency  in  the  cheapest  possible  manner. 
According  to  existing  rates  there  could  be  no  advantage  gained 
by  sending  gold  bullion  or  sovereigns  from  London  or  Australia 
to  India  in  return  for  produce  sent  to  Europe,  instead  of  pur- 
chasing telegraphic  transfers  at  2s.  the  rupee  ; but,  if  under 
certain  conditions,  any  slight  benefit  were  to  be  had,  this  would 
be  at  once  put  a stop  to  by  reducing  the  price  of  the  bills  to 
Is.  ll|d.,  or,  in  an  extreme  case,  to  Is.  Ilf  d.  per  rupee.  It  would, 
therefore,  rest  entirely  with  the  Indian  Government,  if  it  were 
thought  necessary  to  prevent  the  possibility  of  any  disturbance 
of  the  distribution  of  the  precious  metals  throughout  the  world, 
owing  to  gold  being  brought  to  India  for  currency  purposes, 

to  take  no  other  step  than  that  of  reducing  the  price  of  the  bills 
accordingly. 


The  Bate  of  Exchange. 

107.  A few  words  have  now  to  be  said  as  to  the  proper  rate  of 
valuation  of  the  rupee  as  compared  with  gold,  and  I would  begin 
by  remarking  that  no  other  ratio  than  2s.  the  ruj)ee  can  possibly 
be  chosen.  The  advantages  of  it  are  so  great  that  even  if  it 
required  some  little  distortion  of  the  true  value  to  bring  it 
about,  it  would  be  a never  ending  reproach  to  our  Statesmen  if 
they  were  to  adopt  any  other. 

108.  Eor,  in  the  first  place,  it  must  be  remembered  that  in  so 
far  as  commerce  is  concerned,  it  is  absolutely  unimportant  what 
rate  is  fixed.  After  due  notice  commerce  would  adapt  itself  to 
any  rate  without  inconvenience ; so  long  as  when  once  settled  it 
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T\as  not  liable  to  sudden  fluctuations.  Secondly,  it  will  be 
a lowed  that  in  order  to  reotify  the  great  disturbance  which  has 
taken  place  in  the  currency,  it  would  be  indispensible  to  restore 
i1  to  wliat  it  was  on  the  average  before  the  disturbance  began, 
tliat  is  to  the  average  value  which  it  possessed  previous  and 
up  to  1S73. 

109.  Now,  if  weexamine  the  Statement,  No.  161,  given  with  the 
r liscellaneous  statistics  relating  to  the  Financ(3s  of  India,  Part  3, 
1875,  we  shall  find  that  for  the  20  years  preceding  1873  the  aver- 
age rate  of  the  Council  bills,  after  allowing  for  the  60  days’ 
ciscount  in  India,  was  a trifle  above  2s.  the  rupee  ; and  if  the 
enquiry  he  extended  further  back,  the  rate  would  be  much 
1 igher. 

110  "We  have,  therefore,  not  only  the  propriety  and  incal- 
culable convenience  of  the  proposed  rate  of  2s.  the  rupee  to 
jlead  in  its  favour,  but  also  the  inexorable  claims  of  justice  to 
1 e attended  to  in  making  a full  reparation  of  the  damage  caused 
1 y the  accidental  events  of  the  past  few  years  ; and  the  further 
c bligation  to  guard  the  interests  of  the  native  taxpayers,  by 
Peeping  up  the  full  value  in  the  markets  of  the  world  of  the 
c ontributions  levied  from  them. 
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PORGERY  AND  UNLAWFUL  COINAGE. 

111.  This  objection  has  been  very  fully  treated  in  the  Pifth 
j 5ssav  above  referred  to*,  and  it  will  therefore  be  only  slightly 
]ioticed  here.  As  regards  the  imitation  of  good  rupees  in  base 
] netal,  which  is  the  ordinary  form  of  fraud  on  the  coin,  it  must  be 
] emembered  that  the  temptation  to  this  has  always  existed,  and 
will  not  be  at  all  increased.  But  although  it  is  comparatively 
easy,  no  dilficulty  has  been  experienced  on  account  of  it 
liitherto.  In  regard  to  the  unlawful  coinage  of  good  rupees 
]’rom  standard  metal,  it  must  be  explained  that  this  is  a very 

* Vide  para  58, 
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difficult  operation,  and  is  purposely  made  so,  as  will  be  under- 
stood when  it  is  stated  that  the  “ blanks  ” or  discs  of  metal  from 
which  the  rupees  are  stamped  arelesstlmnone-sixteenthof  aninch 
thick,  and  from  this  thin  plate  of  tough  metal  the  raised  intaglio 
of  the  Queen’s  head  on  the  obverse  and  the  device  on  tiie  reverse 
have  to  be  produced  by  a single  blow.  The  consequence  is  that 
genuine  rupees  cannot  be  manufactured  in  numbers  econo- 
mically, without  expensive  machiner}"  and  a large  establishment 
of  workmen,  the  cost  of  which  totally  forbids  the  hope  of 
profit,  unless  successfully  carried  on  on  a very  large  scale  ; and 
the  idea  of  their  being  so  manufactured  in  India,  without  the 

r* 

knowledge  of  the  Government,  is  as  absurd  as  the  notion  that 
a manufactory  of  steel  rails  could  be  wmrked  in  secret  in  the 
highlands  of  Scotland  or  in  Wales. 

112.  As  for  their  being  manufactured  in  Europe  or  America, 
and  smuggled  into  India,  it  must  be  borne  in  mind  that  if  it  were 
possible  to  any  extent,  however  great,  the  only  harm  that  could 
come  of  it  would  be  the  loss  by  the  Government  of  the  seignorage 
or  gain  by  coinage,  just  as  they  would  lose  the  tax  on  any  other 
smuggled  article.  There  would  be  no  other  inconvenience 
whatever ; and  although  it  would  be  not  impossible  that  now 
and  then  a few  pieces  could  be  unlawfully  introduced  into  India 
it  they  could  be  profitably  made  for  the  purpose,  yet  it  seems 
ridiculous  to  suggest  the  apprehension  that  such  an  enterprise 
should  be  seriously  attempted  on  a large  scale,  or  that  any 
notable  proportion  of  the  50  millions  of  rupee  jiieces,  or 
more  than  500  tons  in  weight,  could,  year  by  year,  escape 
the  vigilance  of  our  Custom  House  ofiQcers  at  the  few  ports 
where  they  could  be  landed. 


The  Costliness  of  a Gold  Currency. 

113.  When  the  Government  of  India  refused  the  request  of  the 
Bengal  Chamber  of  Commerce  to  close  the  Mints  to  the  coinage 


u 

^ of  silv^er  on  private  account,  it  was  given  as  the  opinion  of  His 
Excellency  in  Council,  that  there  was  nothing  in  the  nature  of 
existing  circumstances,  notwithstanding  the  inconveniences 
and  anxieties  they  undoubtedly  involved,  demanding  recourse 
to  a measure  so  costly,  and  of  which  all  the  requisite  condi- 
tions were  so  uncertain,  as  the  free  coinage  of  gold. 

114.  This  had  reference,  doubtless,  to  the  supposed  difficulty, 
or  rather  impracticability,  of  procuring  sufficient  gold  to  form 
an  ample  currency  for  the  v\ants  of  India,  thereby  in  a great 
measure  displacing  the  rupees  ; and  having  in  view  the  highly 
ansatisfaccory  attendant  results  of  the  German  measures  for 
that  purpose,  there  can  be  no  wonder  that  not  a little  hesitation 
was  felt  before  entering  upon  such  an  apparently  vast  and 
3ritical  undertaking.  But  it  may  be  hoped  that  the  explana- 
tions gdven  in  an  earlier  part  of  this  paper*  will  be  sufficient  to 
place  it  beyond  doubt  that  the  required  change  may  be  effected 
without  the  smallest  outlay.  On  the  contrary,  that  the  resto- 
•ation  of  the  exchange  to  its  normal  figure  of  2s.  the  rupee 
would  be  attended  with  a very  large  permanent  improvement 

' )f  the  Indian  finances ; to  the  amount  of  not  less,  probably 
•;han  a million  sterling  per  annum. 

115.  As  to  the  confusion  which  some  have  supposed  would 
attend  the  proposed  measures,  it  is  very  difficult  to  imagine 
what  can  he  meant ; because  the  only  change  from  the  present 
l outine  would  be  that  merchants  and  the  Banks  having  oc- 
( asion  to  procure  the  Indian  currency,  instead  of  doing  so  partly 
1 >y  purchasing  silver  bullion  and  sending  it  out  for  coinage,  and 
]>artly  by  the  purchase  of  Council  bills,  would  in  future  procure 
it  by  the  latter  means  only.  This  change  would  be  unobserved 
and  unknown  to  the  natives  of  India,  and  the  only  other 
(hange,  viz.,  the  concession  of  the  privilejre  of  having  their 
^ old  coined,  w'ould  be  availed  of  without  any  confusion. 


* Vide  paras.  35,  47  and  104. 


116.  With  regard  to  individual  losses,  it  seems  to  be  hardly 
possible  that  there  could  be  even  the  shadow  of  an  excuse  for  anv 
complaint  on  that  score.  By  a proper  allotment  of  the  quantity 
of  bills  drawn  upon  the  Indian  Treasury,  after  the  coinage  of 
silver  was  suspended,  the  rise  in  the  rate  of  exchange  would  be 
far  more  gradual  than  such  as  might  be  caused  by  the  resolution 
of  a foreign  Government  to  make  an  extensive  use  of  silver  in 
coinage ; and  it  is  unreasonable  to  suppose  that  an  alteration 
in  exchange,  which  could  be  brought  about  with  comparative 
suddenness  by  a foreign  State,  without  affording  the  slightest 
cause  for  protest,  or  claim  for  compensation,  could  be  objected 
to  Avhen  carried  out  at  the  request  of  the  merchants,  and  in  the 
interests  of  commerce,  with  the  most  patient  consideration. 

117.  Supposing,  however,  that  there  were  cases  in  which  it 
was  possible  to  show  that  an  individual  had  suffered  loss  by  the 
action  of  the  Government,  the  grant  of  the  most  ample  com- 
pensation would  be  as  nothing  in  comparison  with  the  advantages 
of  establishing  the  Indian  currency  on  a firm  and  immovable 
basis.  Even  half  a million  sterling  disposed  of  in  that  way 
would  be  but  a fraction  of  the  pecuniary  gains  which  would  bo 
set  against  it  in  a short  space  of  time. 


Concluding  Kemaeks. 

118.  It  only  remains  to  be  explained,  that  the  measures  which 
have  been  proposed  in  the  early  part  of  this  paper  may  be  brought 
into  operation  without  even  the  very  slightest  disturbance  or 
excitement;  or  indeed  any  alteration,  except  the  gradual  raising 
of  the  rate  of  exchange.  Also,  that  they  might  be  adopted 
temporarily,  and  at  any  moment  abolished,  and  the  present 
system  reverted  to,  if  any  evil  consequence  were  experienced. 

^ 119.  They  involve  a principle  which,  it  is  hoped,  will  on  full 
consideration  be  admitted  to  be  correct,  viz. : that  the  value  of 
a currency  depends  upon  its  cost  as  a "whole,  not  necessarily  on 
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Ihe  individual  value  of  the  separate  pieces.  If  this  be  true, 
Ihen  the  problem,  not  of  the  double  standard,  but  of  the  double 
( urrency,  is  solved  ; and,  in  India  or  elsewhere,  a double  co-equal 
currency  of  gold  and  silver  coins,  the  latter  paid  for  by  gold,  would 
circulate  freely  together  without  inconvenience.*  Ifit  be  objected 
1 hat  occasionally  the  silver  coins  would  accumulate  in  single 
bands  and  be  very  troublesome,  the  answer  is  that  that 
i 3 one  of  the  very  evils  which  a gold  currency  would  in  a great 
< [egree  correct ; and  the  natives  of  India,  however  much  they 
] night  suffer  from  it,  would  be  no  worse  off — indeed,  they  would  be 
" '■ery  much  better  off — than  they  are  now.  It  has  been,  however, 
] )roposed  hereafter  to  limit  the  legal  tender  of  the  silver  coins  ; 
1 hough  it  would  probably  not  be  desirable  to  restrict  them  to 
Ihe  same  extent  that  they  are  in  England. 

120.  These  remarks  have  now  come  to  a close;  and  in  express- 
i ng  my  unfeigned  appreciation  of  the  great  privilege  v Inch  has 
been  afforded  me  of  bringing  this  subject  to  the  notice  of  the 
1 Society,  I wish  to  explain  that  I should  not  have  presumed  to 
I io  so,  but  for  my  very  strong  persuasion  of  its  importance. 

121.  I have  myself  not  the  slightest  doubt  that  every  misgiv- 
: ng  and  apprehension  connected  with  the  suggested  remedy  will 

* The  following  illustration  will  explain  the  principle  here  referred  to. 
(suppose  the  British  standard  and  currency  had  been  for  generations  estab- 
] ished  upon  gold,  the  produce  of  California  and  all  other  parts  of  the  world 
ixcept  Australia,  and  that  suddenly  new  mines  in  the  latter  place  were  dis- 
covered, which  produced  the  metal  25  per  cent,  cheaper  than  former  supplies  ; 

■ hat  is,  that  every  sovereign  could  be  had  for  the  same  cost  as  15s.  formerly, 

' )ut  the  actual  rate  rather  variable.  Suppose,  further,  that  the  Legislature, 
unwilliug  to  sanction  a great  loss  to  the  holders  of  property  based  on  previous 
• -alues,  were  to  pass  a law  putting  a variable  tax  on  the  export  of  gold  from 
. Australia,  equal  at  all  times  to  the  difference  between  its  cost  and  that  of  tho 
i;old  of  the  rest  of  the  world;  the  effect  would  be  that  the  British  sovereigns 
1.0  obtained  would  be  constantly  regulated  in  value  by  that  of  the  older 
I overeigns ; and  there  would  thus  be  only  the  one,  the  former  standard  for 
coins  of  both  metals.  Substitute  silver  for  Australian  gold  in  the  above 
example,  and  the  rationale  of  what  may  be  called  the  “Bi-metallic  single 
I tandard”  will  be  easily  understood. 
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be  dissipated  by  a thorough  investigation ; but,  as  yet,  it  has  not 
attracted  the  careful  study  it  requires ; nor,  so  far  as  I am  aware, 
received  any  official  examination.  The  very  large  benefits  it 
^ * offers  justify  the  demand  for  this  at  the  hands  of  Indian 

Statesmen,  and  I trust  it  will  soon  be  granted.  If  not,  the 
approval  of  this  Society  Cannot  but  form  a most  powerful,  if 
not  irresistible,  claim  to  their  attention. 


J.  T.  SMITH. 

London,  16th  February,  1878. 
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